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Release No. 21025; File Na. SR-CBOE -84- 
17] 


Filing of Proposed Ruie change by the 
Chicago Board Opticns Exchance, Inc. 


June 8, 1961. 

Pursuant to section 19/":1) of the 
Securities Exchange Act of 1934 (the 
ጓር! ን, 15 U.S.C. 78s(b)(1). notice is 
hereby given that on May 24, 1654, the 
Chicago Board Options Exchange, 
Incorporated (“CBOE”) filed with the 
Securities and Exchange Commission 
the proposed rule change as described 
herein. The Commission is publishing 
this notice to solicit comments on the 
proposed rule change from interested 
persons. 

CBOE proposes to deleted from Rule 
3.2 the requirement that applicants for 
individual memberships be citizens of 
the United States or of a country 
approved by the Board of Directors. The 
Exchange presentiy believes that a 
citizenship requirement is unnecessary, 
and has proposed this amendment in 
part because the other options 
exchanges have also elected to 
eliminate this requirements. The 
statutory basis for the proposed rule is 
section 6(b)(2) of the Securities 
Exchange Act of 1934. 

In order to assist the Commission in 
determining whether to approve the 
proposed rule change or institute 
proceedings to determine whether the 
proposed rule change should be 
disapproved, interested persons are 
invited to submit written data, views 
and arguments concerning the 
submission within 21 days after the date 
of publication in the Federal Register. 
Persons desiring to make written 
comments should fiie six copies thereof 
with the Secretary of the Commission, 
Securit. ود‎ and Exchange Commission. 
450 5th Street, NW., Washington, D.C. 
20549. Reference should be made to File 
No. SR-CBOE-84-17. 

Copies of the subinission. ail 
subsequent amendments, aii written 
statements with respect to the proposed 
rule change which are fied with the 
Commission, and all written 
communicatins relating to the proposed 
rule change between the Commission 
and any person. other than those which 
may be withheld froin the puolic in 
accordance with the provisions of 5 
U.S.C. 552, wiil be available fcr 
inzpection and copying at the 
Commission's Public Reference Rcom 


ኘኘዎ ና 


Copies of the filing and of any 
subseguent amendments also will be 
available for inspection and copying at 
the principal office of the CBOE. 

For the Commission, by th» Division of 
Market Regulation pursuant to delegated 
authority 
Shirley E. Hollins, 

Assistant Secretary 
[FR Doc. 84-18200 Filed 6--15-84. 5 45 amj 
BILLING CODE 5010-01-44 








(Release No. 21030; SR-CBOE-81-10] 


Self-Regulatory Organizations; 
Chicago Board Options Exchange, 


Incorporated; Filing of Amendment No. 


3 and Order Granting Accelerated 
Approval of Amended Proposed Rule 
Change 


June 8, 1984 

Pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
"۸6۱۱, 15 U.S.C. 78s(b](1), and Rule 
19b-4 thereunder, the Chicago Board 
Options Exchange, incorporated 
("CBOE') LaSalle at Van Buren, 
Chicago, IL 60605, submitted a proposed 
rule change on June 17, 1981, with 
amendments on July 10, 1981, November 
9, 1982 and May 29, 1984. The proposed 
rule change would amend CBOE Rule 
8.8 (Restriction on Acting as Market 
Maker and Floor Broker) and an 
accompanying interpretation (.01)." As 
amended, CBOE Rule 8.8 would prohibit 
an Exchange member from acting as a 
market maker and a floor broker in the 
same trading crowd on the same day. 
except under unusual circumstances. 
Both CBOE and the Commission 
solicited comments on the proposal. 





' Notice of the terms and substance of the 
proposed rule change were given in Securities 
Fxchange Act Release No. 19247 (November 17 
1982). 47 FR 53548 (November 26. 1982) 


































CBOE received one letter signed by 150 
CBOE members; ? the Commission, 
however, received no comments. 
Currently, an exchange member who 
effects transactions as a market maker 
in a particular option class may not act 
as a floor broker in that same option 
class on the same day. The proposed 
rule change would expand this 
restriction to prohibit meinbers from 


‘acting as market makers and floor 


brokers, with regard to the same as well 
as any other option class traded at a 


- particular station or trading crowd, on 


the same day.* Under unusual 
circumstances and with the prior 
consent of a Floor Official, however, 
members may be exempted from this 
Rule. 

The CBOE contends that the proposed 
rule change should help lessen the 
potential for CBOE's rules to impose 
conflicting obligations on CBOE 
members, and in the process should 
facilitate market making on the CBOE 
floor. At present, CBOE's rules permit 
members to act as both market maker 
and floor broker at the same station 
(although only with respect to different 
option ciasses) while simultaneously 
requiring market makers to make 
markets in their appointed option 
classes, as necessary. Thus, members 
who first act as a floor broker with 
respect to a particular option class (for 
which they have an appointment as a 
market maker) would be unable to fulfill 
their market maker obligations under 


Decause the last amendment to this proposed rule 
change (Amendment No. 3) is technica! in nature it 
has not been published previously for comment. 
This amendment deletes the phrase “a quarter of a 
trading post" in Interpretation .01 to CBOE Rule 8.8. 
The interpretation now defines the word "station" 
to reflect the current trading post configuration of 
more than tour posts per station on the CBOE floor. 
"The comment letter, collectively filed by 150 


CBOE members, opposes the proposed rule change. 


The letter states that the proposal "represents a 


restraint of trade regarding a membership" that 
could remove a potential source of incorne 
production from CBOE floor menibers. The letter 
suggests tha! the CBOE rely on its traditional 
survelllance procedures and disciplinary 
proceedings to handie any improper conduct under 
the current rule. See File No. SR-CBOE-81-10. 


"As defined in section .01 of the Interpretations 
ind Policies to CBOE Rule 8.8, a "station" is a 


location on the trading floor at which classes of 
options contracts are traded, which classes of 
options comprise all or part of a market maker s 
appointment. Market makers are appointed to all of 


the option classes iocated at one or more stations 
See Amendment No. 1 {luly 10, 1981] in File No. SR- 
CBOE-81-10 
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to make markets at their appointed 
tation(s). As a result, the proposal has 
the potential to create deeper, more 
efficient, and more liquid markets, or ር! 
the very least, to prevent any adverse 
effects if market makers started to 
depart from current informal practices. 
In addition, use of the “station” as the 
basis of a market maker appointment 
should alleviate any confusion that may 
exist on the floor as to the nature of a 
member's obligations during any 
particular day. Accordingly, the 
Commission finds that the proposed rule 
change 18 consistent with the 
requirements of the Act and the rules 
and regulations thereunder applicable to 
national securities exchanges. In 
particular, the Commission finds that the 
proposal is consistent with section 
6(b)(5) of the Act, which provides in 
pertinent part that the rules of the 
Exchange be designed, in general, to 
protect investors and the public interest. 
The Commission also finds that the 

proposed rule change will not impose 
iny burden on competition not 

'cessary or appropriate in furtherance 
of the purposes of the Act.* The 
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ternating as floor broker and market maker on 
different days of the week). This would reduce 
cantly the likelihood that euch recipro 
exchanges could occur 
The CBOE member comment letter suggested that 
iny abuse of market information on the Exchange 
floor would be addressed more appropriately by 
Exchange surveillance and disciplinary proceedings 
However, tbese information abuses are difficult to 
[ክር Commission ! tj "Veg therefore ti ! the 
approach--taken ከሃ CBOE in the 
roposal approved herein—will more effective 
luce the opportunity for such abuses 
7 CBOE Rule 8.3. governing the appointment 
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osal may have the effect, as the 


CBOE members’ letter contended, to 


nhibit dual functioning by CBOE floor 
nembers in the future. The Commission 


eves, however, that the hardship 
therebv imposed 18 mimimai given the 


apparent infrequency with which CBOE 
members currently act as both market 
makers and floor brokers at the same 
location. The Commission believes that 
the restriction placed on the 
membership by the rule change appears 
necessary and appropriate in that it 
should avoid confusion on the floor of 
the Exchange and otherwise reduce any 
unfair use of market information. Thus, 
the Commission believes that the 
benefits to the marketplace, and to 
investors in general, significantly 
outweigh any burden that the rule 


change may impose on the membership.’ 


For these reasons, the Commission 
finds that the proposal is consistent with 
the requiremenis of the Act and the 
rules and regulations thereunder 
applicable to national securities 
exchanges and, in particular, the 
requirements of Section 6 and the rules 
and regulations thereunder. 

The Commission finds good cause for 
approving, on an accelerated basis, that 
portion of the proposed rule change 
concerning Interpretation .01 to CBOE 
Rule 8.8 (Amendment No. 3), defining 
the term station, in that the changes to 
this Interpretation were technical in 
nature and did not materially alter the 
proposal as set forth in the original filing 
published for comment on November 26, 
1982. Therefore, separate public 
comment on Amendment No. 3 is not 
necessary 

It is therefore ordered, pursuant to 
Section 19(b12) of the Act, that the 
above-mentioned proposed rule change 
be, and hereby is, approved. 

For the Commission, by the Division of 
Market Regulation pursuant to delegated 
authority 


“| ' pv vr t 
Shiriey E. riots, 







| the membership voted to 


file | proposed rule change with the Commission. 
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[Release No. 21031; SR-Amex-84- 10 | 


Seif-Regulatory Organization, 
American Stock Exchange, Inc.; Order 
Approving Proposed Rule Change 


June 8, 1984. 

The American Stock Exchange, Inc. 
("Amex") 88 Trinity Place, New York, 
NY 10008, submitted on April 23, 1984, 
copies of a proposed rule change 
pursuant to section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
"Act") and Rule 19b-4 thereunder, to 
amend Section 105 ("Warrants") of the 
Amex Company Guide to reduce the 
current warrants distribution listing 


requirement from 1,000 to 400 holders for 


warrants sold as part of a unit offering 
for debt or preferred stock. 

Notice of the proposed r'le change 
together with the terms of substance of 
the proposed rule change was given by 
the issuance of a Commission Release 
(Securities Exchange Act Release No. 
20922, May 2, 1984) and by publication 
in the Federal Register (49 FR 19754, 
May 9, 1984). No comments were 
received with respect to the proposed 
rule change. 

The Commission finds that the 
proposed rule change is consistent with 
the requirements of the Act end the 
rules and regulations thereunder 
applicable to a national securities 
exchange and, in particular, the 
requirements of Section 6 and the rules 
and the regulations thereunder. 

It is therefore Ordered, pursuant to 
section 19(b)(2) of the Act, that the 
above-mentioned proposed rule change 
be, and hereby is, approved. 

For the Commission, by the Division of 


Market Regulation pursuant to delegated 
authority 


Shirley E. Hollis, 

Assistant Secretary 

{FR Doc. 84-16202 Filed 6-15-84. 8:45 am] 
BILLING CODE 8010-01-M 
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[Release No. 21032; File No. SR-PSE-84-7] 


Self-Regulatory Organizations; Pacific 
Stock Exchange, Inc.; Order Approving 
Proposed Rule Change 


June 8, 1984. 


Pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1954, 15 
U.S.C. 78s(b)(1) (the "Act"), and Rule 
19b-4 thereunder, the Pacific Stock 
Exchange, Inc. ("PSE"), 618 South Spring 
Street, Los Angeles, CA, 90014, on 
March 29, 1984, filed with the 
Commission a proposed rule change to: 
(1) Establish standards for the securities 
comprising indices on which options are 
traded; (2) codify position and exercise 
limits for narrow-based index options: 
(3) establish standards for determining 
when an index option is broad-based 
and, therefore, eligible for more liberal 
rules on cover, margin, position and 
exercise limits and trading halts; and (4) 
adopt the more liberal cover, margin, 
position and exercise limits and trading 
halts rules applicable to broad based 
index options.’ On May 7, 1984, PSE 
submitted Amendment No. 1 to the 
filing, in which PSE proposed to delete 
the rule establishing standards for 
determining when an index option is 
broad-based and instead proposed a 
rule simply stating that PSE's High 
Technology Index is a broad-based 
index.? The High Technology Index 





' Notice of the proposed rule change was given by 
issuance of a Commission Release (Securities 
Exchange Act Release No. 20840, April 9, 1984); and 
by publication in the Federal Register (49 FR 15044, 
April 16, 1984. The filing was preceded by a letter 
from Jim Gallagher, President, PSE, to the SEC dated 
February 10, 1984, contending that, in light of an 
SFC interpretive position with respect to non 
diversified stock index futures (Securities Exchange 
Act Release No. 20578, January 18. 1984; 49 FR 2884 
January 24, 1984) the PSE's index should be 
reciassified as broad-based 

* Separate notice of and opportunity to commen! 
upon Amendment No. 1 is not necessary because 
Amendment No. 1 would accomplish the same 
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[Release No. 21035; File No. SR-PSE-84-09] Interested persons are invited to 
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by a single company that any index purporting to options eligibility rules, or other rules governing Release No. 20732. March 7, — 49 FR 7485, gem index. When this method of calculation is used for December 1983, the ( orrelation of the High B options on those individual stocks.?* Release No. 21033 / June 8 1984 or otherwise in furtherance of the 
has previously represent that industry group would be similarly individual stock options. In contrast, the SEC/CFTC — 14. 1984). Similarly, PSE's proposed — — an index with a large number of stocks, it is Technologv Index with the Dow jones Industrial "cfe an e are satisfied that these 7 , purposes of the Act. 
n standards for dominated." The Commission finds that this limited Guidelines are interpretations of statutory trading a hee ee ا‎ ar peer to z virtually impossible for one or a small group of Average [ DJIA") was .81: its correlation with the 0111۱۱61۷, ሥ ር የ ከ PSE | d d 
exception to the “50 percent standard” is standards that absolutely prohibit any futures margin and trading halts rules previously approve ማፍ ውጠ سے ی‎ the Standard and Poor's 500 “S&P 500") Index was .88 characteristics ۵ 6 ; index provide => = : , 1 : 
lex on which options appropriate in that it allows options on indices in contract (or option on "ie ل حطس‎ on an index for Amex, COBE and NYSE (see Amex Rules n اب‎ ቁባ“ ጎላ O“ ۱ and its correlation with the NYSE Composite Index meaningful economic differences An order has been issued granti ng t he app lication of 
à ' : A 6 ር ۰ A ۰ Vial , $ , ۲ ore A + : ۱ m " fiad + - i ۱ i 
traded should serve dd e "m de "ames رر‎ arra s tul በቤ በለኪ ቐ። MDI) TOM. 1. m than 5.85 percent of the PSE index value at prices ag 25 96. At the time ihe Commission classified the between that index and narrow-based Edgcomb Steel of New England, Inc. to withdraw its common 
یت‎ in that it nevertheless limits the application of the Section 218()1()8()11( of the Commodity Exchange s Rules 4311 vi) and 7 „a s m p^ diti jet. "Map PSE Index as narrow-based, PSE had submitted : ۱ ۱ : : : . T 
es: (1) To ensure that exception to those circumstances where a 50 Act ባሎ” ma ግመ ٣ s approved in Securities Exchange Act Release No. of May 24, 1984. Telephone conversation of May 24, fivures show ing that for the period from ۱2۷ TEN EE ۲ 5 toc ۴ ( 5 2 S 5 0 pa r V 2 1 u e ) f rom 1 3 = ኒ 3 ng a nd reg 3 5 ኒ ra ኒ 3 on e r 
ot employed as a percent or greater stock cannot be avoided. The manipulation," and "substantial segment" criteria). 19264, November 22, 1982, 47 FR 53981, November 1984, between Alden Adkirs, SEC, and Joseph 1977 through July 1983, the correlation of the PSE "In ting respect, the Coramission agrees with the on the Boston Stock Excha nge, Inc. Securities Excha nge Act of 19 34 
1 of trading options Commission expects to review carefully proposals These three criteria, in turn, are designed 29, 1982). S ordato, PSE. Index with the DIIA and the S&P 500 was .725 and comment letter Amex sent to the Commission Re] ease No 
ties that do not meet to make use of this limited exception. In particular, principally to prevent the approval of products ? Amex, CBOE and NYSE all have rules imposing ۱5 Securities Exchange Act Release No. 20423, .767, respectively. regal ng PSE s original proposal to classify its ۱ á 2 1 0 3 6 / June 4 ረ H l 9 8 4 
in authorizing index options based on this whose trading outside the federal securities laws $300 million ($200 million for Amex's Major Market November 29, 1983; 49 FR 55660, December 14. 1983 ጅ As indicated, the correlation between PSE's Index as or 80 based ای‎ pen of vs an 23, 
T | exception, the Commission expects that PSE will do might be disruptive of the securities markets and Index) position and exercise limits. See Amex Rule (the "November Release“). Index and the DJIA, the S&P 500 and the NYSE 1983, from Kenneth Lie ler 2xecutive Vice ۳ 
ساےہ‎ r r on everything possible to assure that the index might undermine SEC regulation of those markets. 904C(b); CBOE Rule 24.4(a); and NYSE Rule 704(c). ۱۶ The required margin -— for broad-based Composite Index is .81, .88 and .90, respectively. Its President, کس > سے‎ < ge a Securities Excha nge Act of 1934 
| includ broa i ۱ ۱ " l ን i i ۱ orrelation with the Amex Market Vali de Secretary, SEC (File No. SR-PSE-83-10). ۹ ۱ 1 ۱ ነ ነ 
nendment No. 1 merely db ndo sh مسر‎ ge ۲ ۲ —À በጨ ከ pie wd ap m mah ویو می تح‎ ኣሓ رد‎ aon v MÁ index options is premium plus 10 perc nt of contract es ብ ር. d : sen pares p 2. r I R 1 The Commission has previousiy recognized the Re 1 ease No. 2 1 0 3 4 # June 8 HJ 1 9 8 4 ልከ orde r ha S been 35 sued g ranti ng t he appl lcat lon of the 
| v | xercise limits that apply only to the Hig — n ١ ہے ۳ سے‎  . መካ ር VE ለ INUSK, GUNNE is perio wa ሲር ን ም» » ہر‎ "ee es, و‎ 1 1 : | 
€— A 7 compromising the »ature and quality of the index. Technology Index pe + a nao مس وی‎ rule that value limits. The contract equivalents are currently value وروی‎ nue inde: موس وی‎ hu ማች 86 The correlation between Amex s Computer latter two factors as relevant in determining Philade lph 1a Stock Excha nge, Inc. to strike all put and call 
"on WS Or "C We also note that where an index is dominated by establishes limits Ny licable t , 15,000 contracts under all $300 million rules, and the any amount by which the option is out of the Technoiogy Index and these four broad-based whether a non-diversified (/.e., essentially single- : " d 
r which the High one stock or a small group of stocks, thet index will و مرو‎ aaa و‎ — contract equivalents published by the exchanges act money. In contrast, the required margin deposit for indices for this period was .79, .83, .80, and .59, industry) index represents a "substantial segment of , á OP t lon con t rac t s re spe C t 1 ng t he common 5 tock Of Ma soni te 
تن‎ መ وس‎ v A be ciassified as narrow-based and options on that 0 See, e.g., American Stock Exchange, Inc. as safe harbors under the position and exercise both narrow-based index options and individual respectively. The corre lation between CBOE s S&P the market under Section ፪8)(1](8)8]) of the An order has been issued granting the appl ication of the Co rporation. 
‹ ሃ index will of necessity be subject to margin. ("Amex") Rule 904C(c); Chicago Board Options limit rules. Amex, CBOE and the NYSE have all stock options is 30 percent of contract value plus or Computer and Business Equipment Industry Inde» Commodity Exchange Act. See Interpretation and id 2 E سے‎ ۱ ik h 5 እ 
0 comment on the position and exercise limits, and trading halts rules i سو دم‎ ጻጤኑ NI recently proposed to change their position and minus in or out of the money amounts. Position and and these indices was .71, .74, .73. and .50 Statement of Cenerai Policy of the CFTC and SEC, Pacific Stock Exchange , Inc. to strike the common stoc 
High Technology Index as h ዘ کت‎ | Exchange, Incorporated ("CBOE") Rule 24.4{b): New | Son ዓን zu ነ — | he ማፆ lacuritien ریق‎ diet Be ቁኖ ካኻ” ا ےکر کی‎ : ۳ 
that are generally equivalent to those that apply to York Stock Exchange, Inc. ("NYSE") Rule 704{c), exercise limit rules so that the limits would be exercise limits for broad-based index options under respectively. On the other hand, Amex's Computer rities Exchange Act Release No. 20078. January ( 5 10 par va lue) of BERVEN CARPETS CORPORATION from li sting and 
individual stock options. See discussion. infra, and Philadelphia Stock Exchange Inc ("Phix") Pul expressed in numbers of contracts rather than in PSE's proposal would be 15,000 contracts: position Tei hnology index correlates more highly with both 15, 1984, 49 rr 2884, january 24, 1984. 
> Act Release No 20423, Secti I.D ۲ ር . 7 ge. í | ] - dolls ie i S | V " Le he S&P 100 (.88! and the ል x Maior Market Inde) t The PSE index contains 1( | | | ር: ration tne E 
ge ction LU. 1001 A, approved in Securities Exchange Act dollar value and would be increased. See Securities and exercise limits for index options such as PSE's the S&P 100 (.88) and the Amex Major Mark dex [he PSE index contains 100 stocks and is not reg 1stration nereon. 
55660, December 4 2008. "The Commission notes that these minimum Release Nos. 20075. August 12, 1983, 48 FR 37556. Exchange Act Release No. 20946, (May 9, 1984) if cl: ^ f d as nerrow-bassed, are 8.000 سے سے‎ (.83) than does the PSE Index ).85 and .79) dominated by one or a small group of its component 
eceive comment letters in standards will serve two procedural purposes: (1) August 18, 1983; 20125, August 26, 1983, 48 FR 40046, (Amex); Securities Exchange Act Release No. 20694, | -— m 7 ۹ ክክ ۱ l : f 5 di 44 ۲ » ۹ m 3) The correlation between PSE's Index and stocks. As indicated above, as of May 24, 1984, no 
oer 1983 request that the They will assist the PSE in designing new index September 2, 1983; 20663, February 17. 1984, 49 FR February 23, 1984, 49 FR 7682, March 3, 1984 position anc exercise Taie tor individual stoc Amex's and CBOE's computer indices for this one stock represented more than 5.85 percent of the 
ex be ciassified as broad- options to be submitted to the Commission for its 7171: February 27. 1984: and 20437. December 2. (CBOE): and Securities Exchange Act Release No. Options are either 2,500 or 4,000 contracts, period was .79 and .71, respectively. As indicated total index value. See note 14, supra 
n has considered these approval; and (2) they will allow the PSE to change 1983, 48 FR 55229, December 9. 1983. respectively. 20925. May 3, 1984, 49 FR 29593, May 14, 1983. depending on the trading volume of the underlying above, PSE s correlation with the DJIA, S&P 500 and ذ25‎ As indicated above, the chief differences of 
“ፇ کت‎ r^ in its the particular stocks within any index previously Position and exercise limits under these three-tiered ? We note that, at current index values, a 15,000 security. NYSE Composite for this period was .61, .88 and 0, regulatory treatment are margin, position and 
nt proposal. 6 approved for options trading without having to rules are either 4,000. 6,000 or 8.000 contracts contract position would be approximately ۱ 
















۱۲ See the November Release. respectively exercise limits, and trading halts. 
submit each such change to the Commission for ite | 






depending on the concentration of the stocks in the Continued 
index. 
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[Release No. 21039; File Nc. SR-OCC-84-8] the submission within 21 days after the 
date of publication in the Federal 
Register. Persons desiring to make 
written comments shoul 


thereof with the 


After mailing the certificates, Philadep 
will provide participants with activity 
reports of all completed transfers. 

Philadep beiieves the proposed rule 
change i8 consistent with the Act and, 
more specifically, section 17A(b)(3)(F), 
in that the proposal will proraote the 
prompt and accurate clearance and 
settlement of securities transactions. 
Philadep also believes that the rule 
change will promote the safejruarding of 
securities in Philadep's custody or 
control, or for which it is responsible, by 
reducing the physical movement of 
securities and enhancii;g securities 
transfer processing. 

The Commission believes that the 
proposed rule change wii! significantly 
reduce the time necessary io process 
customer transfers and the ‘isk of loss 
associated with certificate processing. 
Philadep's program reflects ne of 
scveral effective methods to *peed 
delivery of securities certificates to 
retail investors by eliminating one or 
more entities from the certificate 
delivery process. The Commission 
encourages other clearing agencies to 
develop similar programs. 

On the basis of the foregoing the 
Commission finds tha! the proposed rule 
change is consistent with requirements 
of the Act and the rules and regulations 
thereunder and, in particular, the 
requirements of section 17A of the Act. 
Accordingly, it is therefore ordered, 
pursuant to section 19(5)(2j of the Act, 
that the proposed rule change (Philadep- 
84-02) be and hereby is approved. 


For the Commission, by the Division of 
Market Regulation, pursuant to delegated 


ase No. 21037; File No. SR-Phi 
iladep- Options Clearing Corp.; Filing of 


Proposed Rule Change d file six copies 


Secretary of the 
Commission, Securities and Exchange 
Commission, 450 Fifth Street NW., 
Washington, D.C. 20549. Reference 
p be made to File No. SR-OCC-84- 


delphia Depository Trust Co.; 
የ Approving Proposed Rule 


Pursuant to section 19(b)(1) of the 
Securities Exchange Act of 1934 (the 
"Act"), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on March 19, 1984. 
The Options Clearing Corporation 
("OCC") filed with the Securities and 
Exchange Commission a proposed rule 
change that would add section 1(b) to 
OCC's By-Laws. The Commission 18 
publishing this notice to solicit 
comments on the proposal from 
interested persons. The proposal would 
authorize OCC's Board of Directors to 
invest OCC funds, in excess of the 
amount needed for OCC's working 
capital, in a wholly-owned subsidiary 
organized to engage in the clearance 
and settlement of certain commodity 
options and futures contracts.! OCC 
states in its filing that the proposal is 
consistent with section 17A of the Act 
because the proposal, when fully 
implemented, should enhance the 
efficient clearance and settlement of 
securities options transactions. 

To assist the Commission in 
determining whether to approve the 
proposed rule change or to institute 
disapproval proceedings, interested 
persons are invited to submit written 
data, views and arguments concerning 


| March 22, 1984, Philadelphia 

sitory Trust Company ("Philadep") 
with the Commission pursuant to 

on 19(b)(2) of the Securities 

ange Act, 15 U.S.C. 78s(b)(2), (the 

ን and Rule 19b-4 thereunder, a 

3860 rule change authorizing 

dep to offer its Customer Name 

sfer Mailing Service Program on a 

anent basis. Philadep offered this 

ce as a pilot program since May 

' The Commission solicited 

sent on the proposed rule change 

ceived no comments. As 

ssed below, the Commission is 
ving the rule change. 

efly, the direct mail program 

its Philadep participants to obtain 
ities certificates in customer name 
transfer agents through Philadep 

o arrange for Philadep to mail 
certificates directly to customers. 
۳ the proposed rule change, 

lep participants may summit 

mer name transfer requests by tape 
mission or paper instructions, 

1 will be honored if the participant 
sufficient securities position to 
the transfer request. Philadep wil! 
it a magnetic tape to the transfer 
reflecting participant transfer 

sts along with sufficient securities 
isfy those requests. The transfer 
will issue new certificates in 
dance with participants’ requests 
ill send those newly-issued 

cates to Philadep. Upon receipt of 
certificates, Philadep will verify 
ገፀ certificates reflect participant 
ctions and will mail the new 
cates to the persons indicated in 
ansfer instructions. 


Copies of the submission, all 
subsequent amendments, all written 
statements with respect to the proposed 
rule change which are filed with the 
Commission, and all written 
communications relating to the proposed 
rule change between 
and any person, other than those which 
may be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission s Public Reference Room, 
450 Fifth Street NW., Washington, D.C. 
Copies of the filing and of any 
subsequent amendments also will be 
pection and cop at 
ce of the d ہی‎ 


the Commission 


available for ins 
the principal offi 
mentioned self-regulatory organization. 


For the Commission. by the Division of 
gulation pursuant to delegated 











































George ላ. Fitzsimmoas. 


[FR Doc. 84-16345 Filed 6-18-84: 8:45 am] 
BILLING CODE 8010-01-M 






















"In its filing, OCC states that the new subsidiary 
The Intermarket Clearance Corporation, would 
initially clear and settle only cash-settled 
commodity options and futures contracts traded on 
one or more exchanges designated as contract 
markets under the Commodity Exchange Act. 





















































George A. Fitzsimmons, 


(FR Doc. 64-13346 Filed 6-18-84; 6:45 am] 
BILLING CODE 8010-01-M 








Securities Exchange Act Release No. 20112 
5, 1983); 48 FR 39552 (Aug. 31. 1983). 
Securities Exchang Act Relese No. 20885, 
3, 1984) 49 FR 18659 (May 1, 1984). Philadep 
solicited nor received any comments. 


urities Exchange Act of 1934 
ease No. 21038 / June 12, 1984 

An order has been issued granting the application of the 
to strike the common stock 

and the 6$ cumulative preferred stock (54 par 
ue) of Michigan Sugar Company from listing and registration 


rican Stock Exchange, Inc. 
par value) 
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[Release No. 21040; File No. SR-MSTC-B4- 
3j 


Midwest Securities Trust Co.; Filing 
and Immediate Effectiveness of 
Proposed Rule Change 


June 15. 1984. 

Pursuant to section 19(bj(1) of the 
Securities Exchange Act of 1934 (the 
"Act ), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on May 7, 1984, the 
Midwest Securities Trust Company 
("MSTC") filed with the Securities and 
Exchange Commission the proposed ruie 
change as described herein. The 
Commission is publishing this notice to 
solicit comments on the proposed rule 
change from interested persons. 

The proposed ruie change implements 
procedures for the automatéd processing 
of full and partial calls on municipal 
bonds in bearer form. Under the 
proposed new procedures, a 
participant's position as of the close of 
business on publication date minus one 
("Pub-1") will determine the effect of 
either a full or partial cail. In the case of 
a partial call, MSTC, using a random 
lottery, will allocate to participants 
called certificates on the basis of their 
positions in the affected securities 
issues. MSTC wiil attempt to lock up 
called certificates, and will return 
deposits of called certificates after Pub-- 
1 to participants as soon as possible. 

If called certificates are included in a 
participant's withdrawal after Pub-1, 
the participant has two business days to 
decide whether to return the certificates 
to MSTC for redemption processing. If 
after two days the participant has not 
decided to return the called certificates 
or informs MSTC that the called 
certificates or informs MSTC that the 
called certificates will not be returned, 
MSTC will exclude these certificates 
from the lottery. If the participant elects 
to return the called certificates, MSTC 
will include the withdrawn called 
certificates in the redemption lottery 
and will establish a date for the retura 
of those withdrawn called certificates. If 
the participant fails to return the 
withdrawn called certificates by the 
established date, MSTC will rerun the 
allocation lottery excluding those 
certificates and will no longer accept the 
return of those certificates. 

If a participant withdraws or moves 
certificates by depository delivery 
instructions after allocation, and the 
resulting balance in the called securities 
is less than the amount allocated, a 
negative position equalling the called 
shares automatically will be created for 
the participant. MSTC will debit from 
that perticipant's money settlement 
account 3096 of the par value of the 
negative position and will withhold from: 
that participant all redemption proceeds 
until the participant deposits sufticient 
securities to cover the negative position. 


Securities Exchange Act of 1934 
Release ۱۵۰21042 / june 13, 1984 


identified on NSCC's contract lists, 
which are issuea to members on the first 
day after trade date ("T +1"). If neither 
party to the trade believes that the 
suggested partial match is incorrect, the 
party may unilaterally delete that trade 


[Release No. 21041; File No. SR-NSCC-84- For the Commission, by the Division of 


Market Regulation pursuant to delegated 





Copies of the filing and ot any 
subsequent amendments also will be 
available for inspection and copying at 
the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of 
Market Regulation pursuant to delegated 

























positions by paying MSTC the value of 
the called certificates within 30 calendar 
days. (When a full cail is established in 
the system, depository delivery 
instruction, in-transit items and 
icliveries to non-members will be 


allowed until the 


Sell-Regulatory Organizations Filing George A. Fitzsimmons. 
and immediate Effectiveness of 
proposed Rule Change of National 


Securities Clearing Corp. 

























the Matter of Applications of the 


[FR Doc. 84-16592 Filed 6-:9-84. 5:45 am] 
BILLING CODE 8010-01-M 















































NSCC states in its filing that the 
proposal will enhance NSCC's suggested 
name match procedure and will reduce 
the number of uncompared trades in 
NYSE and Amex securities. NSCC 
further states that although the proposal 
changes an existing service, it will not 
adversely affect the safequarding of 
securities or funds in NSCC's control or 
for which it is responsible, nor will it 
adversely affect the rights or obligations 
of persons using the services." 


The foregoing change has become 
effective, pursuant to section 19(b)(3)(A) 
of the Act and subparagraph (e) of 
Securities Exchange Act Rule 19b-4. At 
any time within 60 days of the filing of 
such proposed ruie change, the 
Commission may summarily abrogate 
such rule change if it appears to the 
Commission that such action is 
necessary or appropriate in the public 
interest, for the protection of investors, 
or otherwise in furtherance of the 
purposes of the Act. 

Interested persons are invited to 
submit written data, views and 
arguments concerning the submission 
within 21 days after the date of 
publication in the Federal Register. 
Persons desiring to make written 
comments should file six. copies thereof 
with the Secretary of the Commission, 
Securities and Exchange Commission, 
450 Fifth Street, NW., Washington, DC 
20549. Reference should be made to File 
No. SR-NSCC-84-11. 

Copies of the submission, all 
subsequent amendments, all written 
statements with respect to the proposed 
rule change which are filed with the 
Commission, and all written 
commissions relating proposed rule 
change between the Commission and 
any person, other than those which may 
be withheld from the public in 
accordance with the provisions of 5. 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission's Public Reference Room. 
450 Fifth Street, NW., Washington, DC 
Copies of the filing and of any 
subsequent amendments also will be 
available for inspection and copying at 
the principal office of the above- 
mentioned self-regulatory organization. 


PHILADELPHIA STOCK EXCHANGE, 


close of business on 


‘ho ras T ^ ro > 1 T oe ۰ 
the day prior to redemption date (^R Pursuant to section 19(b)(1) of the 


Securities Exchange Act of 1934 (the 
"Act“), 15 U.S.C. 78s(b)(1), notice is 
hereby given that on May 21, 1984, the 
National Securities Clearing 
Corporation ( NSCC“) filed with the 
Securities and Exchange Commission 
the proposed rule change as described 
herein. The Committion is publishing 
this notice to solicit comments on the 
proposed rule change from interested 


George A. Fitzsimmons, 













For Unlisted Trading Privileges 


in the MSTC Bearer system, payment 
of redemption funds wi!l be made upon 
collection of funds from at least one 
custodian. Where at 1888! one custodian 
has made redemption monies available. 
MSTC will bill participants a daily 
finance charge until the balance o: the 
funds is collected. On redemption date. 
the system automatically will credit the 
principa: and any interest amounts 
based on the participant's holdings as of 
R-1. All payments and finance charges 
will appear on Participant Activity 


[FR Doc. 84-16347 Filed 6-18-84; 8:45 am] 
BILLING CODE 6010-01-M 
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The Philadelphia Stock Exchange 
with the Commission pursuant to Section 
Securities Exchange Act of 1934 ("Act") 
for unlisted trad 
following securities which are listed on 
securities exchange: 1/ 




















240.12f-1] thereunder, 








































































The proposed rule change amends 
NSCC’s trade input and comparison 
procedure ፤ for regular-way transactions 
‘in listed equity securities executed on 
the American Staock Exchange 
(“Amex”) and, if round lots, the New 
York Stock Exchange ("NYSE"). The 
new procedure, termed “Partial 
Suggested Name Match" ("PSNM"), 
provides that with respect to trade data 
where at least one of the two parties 
submitting that data names as the 
contraT1 party an omnibus account, as 
specified by NSCC,? and the parties 
have submitted identical trade data 
except for the number of shares traded 
and the name of the contra party, the 
transaction will be deemed by NSCC to 
be compared to the extent of the lesser 
number of shares as submitted by one of 
the parties. Trades that are compared 
and matched by PSNM, like trades 
compared through NSCC's "suggested 
name" procedure,’ will be specifically 














Knight-Ridder Newspapers, 
Common Stock, 





MSTC believes the proposed rule 
change would provide a more efficient 
means of processing full and partial 
calls on municipal bonds in bearer form. 
According to MSTC, the proposed rule 
change is consistent with section 17A of 
the Act in that it provides for the prompt 
and accurate clearance and settlement 
of securities transactions. 

The foregoing change has become 
effective, pursuant to section 19(b)(3)(A) 
of the Act and subparagraph (e) of 
Securities Exchange Act Rule 19b-4. At 
any time within 60 days of the filing of 
such proposed rule change, the 
Commission may summarily abrogate 
such rule change if it appears to the 
Commission that such action is 
necessary or appropriate in the public 
interest. for the protection of investory, 
or otherwise in furtherance of the 
purposes of the Act. 
rested persons are invited to 
submit written data, views and 
ents concerning the submission 
within 21 days after the date of 

n in the Federal Register. 
desiring to make written 
comments should file six copies thereof 
» Secretary of the Commission, 
Securities and Exchenge Commission, 
450 Fiftn Street, NW., Washington, D.C. 
20549. Reference shou!d be made to File 
No. SR-MS1C-84-3. 

Copies of the submission, a!l 
subsequent amendments, all written 
statements with respect to the proposed 
| change which are filed with the 
Commission, and 811 written 
icatiors releting to the proposed 














$.02 1/12 Par Value 














Wal-Mart Stores, 


Common Stock, S.10 Par Value 













Condec Corporation 


Common Stock, $.10 Par Value 









The Commission finds that approval 
for unlisted trading privileges in these 
with the maintenance of fair and orderly 
protection of investors. 


registered with the Commission pursuant 
is subject to the provisic 


and to the Commission's in 
oversight responsibility under Sections 

and the rules and regulations thereunder 
transactions in the subject securities, 

in which they occur, are reported in the 
reporting system contemplated by Rule 11 
The availability of 1 
for the subject securities should contri 
and to ensuring that transactions on the 
prices which are reasonably related to t 
the Commission has re 
inCicating that the granting of these ap 
consistent with the maintenance of fair 

the protection of 

















As a national 






















the Phlx 
that section, 













' See Section 11.8.1. of NSCC's Procedures. 

+ NSCC states in its filing that PSNM at this time 
will be used only for uncompated trades in three 
omnibus accounts: NYSE IT-736, AMEX ATS-737, 
NYSE and AMEX NON-797. The "ITS" and "ATS" 
accounts relate to the Intermarket Trading System. 
The "NON" account is used where the contra party 
to the trade is unknown by either party to the trade. 

* Under NSCC's regular "suggested name" 
procedure, if a purchaser and seller submit identical 
trade data, except for the name of the contra party. 
and the contro party submitted by one of them is 
the other party that submitted identical data, the 
transaction is deemed compared. For example, if A 
submits trade data showing the purchase of 100 
shares of XYZ at $10 per share from B and B 
submits data showing a sale of 100 shares of XYZ at 
$10 to C, the procedure will ignore C in B's trade 
submission and will suggest a compared trade with 
A. Suggested trades are identified specially on the 
T 4 1 Contract List. The parties to the trade are 
responsible for verifying that the "suggestion" is 
correct and may delete incorrect suggested matches 
on T +2. Unlike PSNM, NSCC's suggest name 
procedure results in compared trades for the full 
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the Federal Register 
Commission has received no comments 
applications. 




















(49 FR 22013, 








mav be withheld from the public in 
accordance with the provisions of 5 
U.S.C. 552, wil! be available for 





* See section [1.8.2.(ር] of NSCC's Provedures. 
۱ See Rule 19b-4(e)(1)(4) of the Act. 
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[Release No. 21045: File No. SR-OCC-84- 
10] 


Self-Regulaior Organizations; Filing 
and immediate Effectiveness of 
Proposed Rule Change of Options 
Clearing Corp. 


June 14, 4 

Pursuant to section 19(5)(1) of the 
Securitics Exchange Act of 1934 (the 
“Act’’), 15 U.S.C. 785[ኩ!!1)], notice is 
hereby given that on June 7, 1984, the 
Options Clearing Corporation ("OCC") 
{iied with the Securities and Exchange 
Commission the proposed rule change 
as described herein. Th: Commission is 
publishing this notice to solicit 
coinments on the proposed rule change 
from interested persons. 

The proposed rule change amends 
OCC's rules relating to applications to 
OCC by U.S. and non-U.S. institutions 
for approval to issue letters of credit on 
behalf of OCC members for OCC margin 
purposes.! Specifically, the proposed 
rule change amends Interpretation and 
Policy .05 to OCC Ruie 604 to require 
each applying institution to provide 
OCC with its most recent quarterly 
financial statements in the event the 
institution's most recent annual rcport is 
as of a date more than 90 days prior to 
the date of the institution's application 
for approval. The Interpretation and 
Policy previously required applying 
institutions to provide OCC with 
quarterly financial statements that are 
published. 

OCC states in its filing that the 
proposal is needed because non-U.3. 
institutions do not always publish 
quarterly financial statements. OCC 
believes that the proposal will enabie 
OCC to make better informed decisions 
regarding qualifications of non-U.S. 
applicant institutions. 

Ihe foregoing change has become 
effective, pursuant to section 19(b)(3)(A) 
of the Act and subparagraph (e) of 
Securities Exchange Act Rule 19b-4. At 
any time within 60 days of the filing of 
such proposed rule change, the 





! See generally Chapter VI of OCC's Rules. 
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Commission may summarily abrogate 
such rule change it it appears to the 
Commission that such action is 
necessary or appropriate in the public 
interest, for the protection of investors, 
or otherwise in furtherance of the 
purposes of the Act. 

Interested persons are invited to 
submit written data, views and 
arguments concerning the submission. 
within 21 days after the date of 
publication in the Federal Register. 
Persons desiring to make written 
comments should file six copies thereof 
with the Secretary of the Commission, 
Securities and Exchange Commission, 
450 Fifth Street, NW., Washington, D.C. 
20549. Reference should be made to File 
No. SR-OCC-84-10. 

Copies of the submission, all 
subsequent amendments, all written 


statements with respect to the proposed - 


rule change which are filed with the 
Commission, and all written 
communications relating to the proposed 
rule change between the Commission 
and any person, other than those which 
may be withheld from the pubiic in 
accordance with the provisions of 5 
U.S.C. 552, will be available for 
inspection and copying at the 
Commission's Public Reference Room, 
450 Fifth Street, NW., Washington, D.C. 
Copies of the filing and of any 
subsequent amendments also will be 
available for inspection and copying at 
the principal office of the above- 
mentioned self-regulatory organization. 
For the Commission, by the Division of 
Market Regulation pursuant to delegated 
authority. 
George A. Fitzsimmons, 
Secretary. 
[FR Doc. 84+-16393 Filed 6-19-84: 8:45 um] 
BILLING CODE 8010-01-M 
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SECURITIES EXCHANGE ACT OF 4 
Rel. No. 21046 / June 14, 1984 


Admin. Proc. File No. 3-6091 





In the Matter of 


THOMAS J. FURNARI 
333 South East Avenue 
Oak Park, Illinois 





OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 


Grounds for Remedial Action 





Fraud in Offer and Sale of Securities 


Where salesman of registered broker-dealer made fraudulent repre- 
sentations to customers in order to induce them to invest in an 
Options program, and subsequently misrepresented the status of 
their accounts, held, in the public interest to bar salesman from 
association with any broker or dealer with the proviso that, 
after one year, he may become so associated in a non-supervisory 


and non-proprietary capacity, upon a satisfactory showing of 
adequate suvervision. 


APPEARANCES : 


Dennis C. Waldon, of Keck, Mahin & Cate, for Thomas J. Furnari. 





Michael W. Schley, for the Commission's Division cf Enforcement. 





I. 


Thomas J. Furnari appeals from the initial decision of an adminis- 
trative law judge. The law judge found, among other things, that 
Furnari defrauded customers in connection with an investment program 
involving the writing of options. He concluded that Furnari should 
be barred from association with any broker-dealer with the proviso 
that, after one year, he could become so associated in a non-super- 
vlsory, non-proprietary capacity, upon a satisfactory showing of 
adequate supervision. Our fináings are based on an independent 


review of the record excevt for findings of fact that Furnari does 
not challenge on review. 
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II. 


From January 1979 to August 1980, Furnari was emploved by the broker- 
age firms of Blyth, Eastman, Dillon and Company ("BEDCO"), and its 
Successor, Paine, Webber, Jackson & Curtis, Inc.  Furnari and Hillel 
Maeir, a salesman who had little familiarity with options, joined in 
the development of a collateralized options writing program ("COW 
program") for Maeir's bond customers, agreeing to share the commis- 
sions they earned. 1/ The COW program involved the simultaneous 
writing of out-of-the-money option combinations involving a put and a 
call having the same expiration date; use of customers' securities as 
collateral to cover naked positions; and investment of the premiums 
derived from option sales in short-term, interest-bearina securities 
such as United States Treasury bills. 2/ 


The COW program was similar to an earlier collateralized options 
writing program that BEDCO had developed for its customers in the 
spring of 1979 ("BEDCO program"). By September of that year, how- 
ever, BEDCO stopped accepting new accounts for its program because of 
the problems it encountered. A huge expenditure of time and effort 
was required to monitor customers' positions since, among other 
things, the failure to close out positions promptly when there was a 
strong movement against them could result in unlimited losses. 
Indeed, in some situations positions got out of control. In addi- 
tion, due to the limited number of securities for which both puts and 
calls were available, proper diversification could not be achieved. 
Finally, not only did the program generate a very large amount of 
commissions but, in order for it to be successful, customers had to 
remain in it for at least two vears. 


Furnari knew of BEDCO's adverse experience with its program. He was 
also aware that, by September 1979, BEDCO had stopped accepting new 
participants in the program and had decided to terminate it. 

Dr. Henry Pounds, head of the BEDCO program, warned Furnari not to 
set up the COW program, stating that it was "a very bad idea" based 





Maeir, who was also a respondent in these proceedings, was 
Sanctioned with his consent. Hillel Maeir, Securities Exchange 
Act Release No. 18862 (Julv 1, 1982), 25 SEC Docket 984. 





A call option gives the buyer the right to buy shares (usually 
100) of the underlvina security at the stated exercise price 
within a specified period of time. እ put option gives the buyer 
the right to sell such shares at the exercise price within the 
specified period. The exercise price (strikina price) is the 
fixed price per unit at which the holder of the option may 
purchase or sell the underlying stock. እ call option is "out of 
the money" when the exercise price of the call exceeds the market 
price of the underlying stock. እ put option is "out of the 
money" when the exercise price is lower than the market price of 
the underlying stock. እ combination is any strategy involving 
the purchase or sale of both puts and calls. ۸ call writer sell- 


ing a naked (uncovered) option does not own the underlying 
security. 
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on BEDCO's experience with its own program. 3/ Moreover, Pounds! 
Supervisor, Henry Ferauson, told Furnari that, in his opinion, retail 
customers should not be allowed to enaaae in a program of the BEDCO 
type. Nevertheless, Furnari and Maeir prepared a brochure, dated 
December 4, 1979, entitled "A New Perspective on Options Management" 
("the COW brochure") which described the COW program in terms similar 
to those used with respect to the BEDCO program. Furnari was 
primarily responsible for the contents of the brochure, which was 
furnished to at least three of Maeir's customers--Hughes, Mesirow and 
Resnik. Although the record does not show that a fourth customer, 
Weiner, received the brochure, it is clear that Furnari discussed the 
COW program with him. 


Each of the four customers met with Maeir and Furnari and, following 
the presentations made to them, opened an options account to be 
serviced jointly by the two salesmen. Hughes opened his account in 
December 1979, Mesirow in January 1980, Weiner in February, and 
Resnik in March. Each customer understood that Furnari would effect 
trades on a discretionary basis. However, Furnari's trading activi- 
ties on behalf of his customers proved highly unsuccessful. Under 
his management, the four accounts suffered very substantial losses. 
Between January and August of 1980, the total losses (realized and 
unrealized) amounted to $230,325. 


111. 


In connection with the COW program, Furnari made material misrepre- 
sentations to customers concerning the anticipated rate of return, 
his success with other accounts in the program, and the risks 
inherent in the program's trading strateav. 


Furnari misrepresented the rate of return that could be expected from 
the program. Hughes was told that he could withdraw $5,000 a month 
in profits on a minimum investment ot $200,000 to $250,000, a return 
of 24$ to 30$.  Furnari told Mesirow that he could expect a return of 
about 25$ based on the value of the bonds he furnished as collateral. 
And Furnari told Resnik that he could realize 15% to 20$ annually on 
the value of his bonds. 


There was no reasonable basis for the representations that Furnari 
made to customers as to the expected rate of return. In fact, 





37 Pounds testified that he spoke with Furnari throughout 1979, 

^ A "telling him what we were doing." He further stated that he 
member of his group "talked [with Furnari] on a reasonably 
regular basis and [that it was] inconceivable that [Furnari] 
wouldn't have been fully aware of everything tnat [they] were 
doing." Pounds was sure that Furnari was aware of the problems 
encountered in the operation of the BEDCO program relating to 
liquidity, commissions, sufficiency of appropriate stocks, and 
the time required to watch the accounts. 
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4/ ኛ 


ri's estimates varied from customer to customer. 4/ Pounds 
dered 5% a realistic rate of return on the BEDCO program. 5/ 
erguson stated that, on an annual basis, the program should 
| at least 5% to 10% of the total collateral value in the 
int, provided the account were maintained for at least two 

IS ša 


۱1 1۳101۳0 Mesirow, Weiner and Resnik to open accounts, Furnari 
presented his assertedly successful management of COW accounts 
ther customers. In December 1979, he told Mesirow that he 

ari) was already runninq the program for other customers, and 
one was $30,000 ahead, and another $4,000 or $5,000. He told 

r, who opened his account in Februarv 1980, that other customers 
doing very well, and Resnik, who opened his account in March, 
other customers were making 20$ or better. In addition, during 
„ May and June, he told Hughes that all other customers in the 
am were "ahead." 


ri's representations to Mesirow were wholly without foundation. 
was no trading in any of the COW program accounts until January 
And in February 1980, when Weiner ovened his account, Mesirow 

ughes, the only other customers in the program, had suffered 
ative losses of more than $9,000. By March, when Resnik opened 

ccount, the cumulative losses in the accounts of the other three 

mers in the proaram were at least $10,544. And when Furnari 

his statements to Hughes, all of the other customers in the 

am were not "ahead." 





dition, Furnari misrepresented the risks inherent in the COW 
am. He assured Mesirow that he would be protected by Furnari's 
ant monitoring of positions, and that the program involved the 
ng of puts and calls in combinations that would "protect each 
."  Furnari indicated to Mesirow that the program was a con- 
tive one with "very low risk," and told Mesirow's wife 7/ that 
s a very conservative "no-risk" program. Maeir informed Weiner 
rnari's presence that the program was very qood and entailed 

le risk." And Furnari told Resnik that the risk would be 





urnari states that he may have indicated different rates of 
eturn to different customers because thev had widely divergent 
nvestment objectives. But the record does not establish that 
ne various projections made by Furnari were due to differences 
ገ customer objectives. 


ounds indicated, however, that an investor could obtain a 
reater return if he were willing to assume a greater risk. 


>rguson felt that the program would produce a higher yield over 
longer period of time. 


account was maintained in both his name and that of‏ 5 ۳۵۷۲ 1 5 د 
is wife.‏ 


NY à | ሜነ» ሸሽ ۱ ۱ 
minimal. we tnink it clear that the CO! ogram involved hiahlv 
Speculat1ve transactions that entailed a great deal of risk. 8/ 


Substantial upward or downward movement in the market price of one or 


more of the underlying stocks could engender severe losses. 9/ And, 


apart from the receipt of some additional premium income, the sale of 


8 put and call combination does not provide 8ከሃ additional protec- 
tion. | | 


Furnari asserts that, on the basis of his conversations with Pounds, 
Ferguson and Jim Yeits, who was in charge of BEDCO's firm tradina 
account for collateralized options writing, he believed that the 
BEDCO program nad been successful and did not know that it had been 
discontinued. He claims that his descriptions of the various 
features and projected performance of the COW program were based on 
the information he was furnished concerning the BEDCO program 
including various documents supplied by Pounds. | | 


This contention is without merit. As noted above, Furnari not onlv 
knew of BEDCO's adverse experience with its program, but had been 
specifically warned by Pounds and Ferguson not to set it up for his 
customers. 10/ ۲ ۱۲۳۵۲ 1۲5 claimed reliance on the documents supplied 
by Pounds is unfounded. Although there were indications in those 
documents that BEDCO had been successful in writing collateralized 
put and call option combinations, Furnari received specific informa- 
tion to the contrary. He was aware from conversations with Pounds 
and his group of the various problems that the BEDCO program had 
encountered, as well as its unsatisfactory results. _ 





As noted in the Report of the Special Study of the Options 
Markets to the Securities and Exchange Commission, H.R. Con. 
Print IFC3, 96th Cong., lst Sess. 1 (1978), transactions in 
listed options involve "a high degree of financial risk." This 
1S especially true with respect to the sale of naked call options 


ሠው such transactions can theoreticallv result in unlimited 
osses. | 








In the case of a call option, a customer miaht nave to purchase 
the underlying securities covered bv the optlon at a market price 
greater than the total of the premium received and the exercise 
price or, for protection, an option similar to the one sold for 
more than the premium obtained. In the case of a put option, a 
customer might be required to buy the underlving stock at an 
exercise price greater than the market price plus the premium 
received, 0۲ an option similar to the one sold for more than such 
premium. 


Furnari asserts that Pounds indicated that the BEDCO program was 
experiencing some difficulties because of the large number of 
accounts, and that Furnari thought he could eliminate any such 
difficulties by limiting the number ዕየ accounts in his own pro- 
gram. But, as Furnari well knew, the BEDCO program encountered 
Serious problems that were whollv unrelated to the number of 
accounts. 


Furnari further asserts that each customer had extensive business and 
investment experience, and was aware of the Speculative nature of 
options trading and its attendant risks. But, even assuming that 
were true, it did not license Furnari to make misstatements to 
customers. 11/ In fact, none of the customers had a clear under- 
Standing of the sophisticated options strategies that the COW program 
entalled. Indeed, the COW brochure stressed the importance of 
Furnari's expertise in making the program work, emphasizing that it 
would be monitored daily under Furnari's supervision, 


Once he began to effect transactions in customers' accounts, Furnari 
materially misrepresented the results of his activities, both in 
conversations with customers and in documents that he furnished to 
them. Furnari and Maeir rented a computer to keep track of trans- 
actions in the four accounts, but Furnari was wholly responsible for 
its operation and he alone made the necessary entries. During the 
period in question, customers received computer reports that exag- 
gerated profits and understated losses. In some cases, the reports 
were contrary to the correct information that Furnari kept for each 
customer in a looseleaf notebook (the so-called "holding pages"). He 
posted each customer transaction daily in his notebook, and the 
approximate profit or loss on each transaction or closed position. 


Furnari gave Hughes a June 24, 1980, computer printout showing that 
his account had realized profits of $55,768 as of May 16. He indi- 
cated to Hughes that a possible loss of about $13,000 miqht reduce 
that profit to $42,768. In fact, Hughes' account had a realized loss 
of $2,709 as of May 16. In August, Furnari told Hughes that his 
account showed a profit of about $12,000. However, by the end of 
July, Hughes' account had suffered a cumulative loss of more than 
$108,000, a loss that still exceeded $91,000 by the end of August. 


Furnari told Mesirow not to worry about certain losses in his account 
because "overall we [are] making money, we fare] doing well." During 
the Summer of 1980, he assured Mesirow's wife that everything was 
fine. In fact, Mesirow's account lost money throughout the relevant 
period. His cumulative loss amounted to $18,179 by the end of June, 
$29,685 by the end of July, and $41,045 by the end of August. 


Furnari informed Weiner in August that his account showed a profit of 
about $8,500 that should reach $25,000 by Christmas. In fact, the 
cumulative loss in Weiner's account amounted to $13,549 at the end of 
July, and $17,921 by the end of August.  Finallv, Furnari told Resnik 
in early July that his account was close to being even, and later 
that month, that it had suffered losses of about $5,000. In fact, 
the cumulative loss in Resnik's account amounted to $15,206 by the 
end of June, and $60,579 by the end of July. 


Furnari argues that, during the relevant period, BEDCO was ex perienc- 
ing Severe back-office problems and asserts that, because of that 





11/ See James s Novak, Securities Exchange Act Release No. 19660 
(April 8, 1983), 27 SEC Docket 1078, 1081-1082, and the authori- 
ties there cited. 





fact, the extent of his istomers' losses was not immediately avail- 
able to him. He admits his computer reports were incomplete and 


he firm's back- 
office problems. 


We cannot accept these contentions. Furnari knew that his firm was 
producing unreliable records, and that he could not rely on them in 
his dealings with customers. He was als ware that his own com- 
puter reports were inaccurate. Nevertheless, he disseminated those 
reports, even though in some instances ti wW 

correct information that Furnari kept 


It is clear that Furnari made false and misleading statements to 
customers concerning the COW program and the status of customers" 
accounts. Furnari argues, however, that he did not act with 
scienter. We cannot agree. 1n liaht of the information he possessed 


concerning BEDCO's unfavorable experience with its own program, the 


warnings he received, and his awareness of the inaccurate information 
he was furnishing customers concerning the status of their accounts 
and the asserted success enjoved by others, we are convinced that 
Furnari acted with a deliberate intent to deceive. We accordingly 
conclude that he willfully violated the antifraud provisions of 
Section 17(a) of the Securities Act and Section 10(b) of the Securi- 
ties Exchange Act and Rule 10b-5 thereunder. 12/ 


IV. 


Furnari argues that the public interest does not require the imposi- 
tion of any sanction. 13/ He claims that durinq the relevant period 
he was inexperienced, and that he has since become an exemplary 
member of the securities industry. He further states that he has 
already suffered significant hardships as a result of these 





12/ The law judge additionally found that Furnari effected excessive 

^ transactions in customers" accounts. Since we have concluded, as 
set forth below, that the sanction imposed on Furnari by the law 
judge is fully warranted on the basis of the findinas of viola- 
tion that we have sustained, we deem it unnecessary to reach the 
further question of whether Furnari engaged in improper churning. 


He also contends that the sanction imposed on him by the law 
judge is penal. However, this is a remedial proceeding designed 
to protect the public interest. As the Supreme Court has stated: 


"In determining whether legislation which bases a disqualifica- 
tion on the happening of a certain past event imposes a punish- 
ment, the Court has sought to discern the objects on which the 
enactment in question was focused. Where the source of legisla- 
tive concern can be thought to be the activity or status from 
which the individual is barred, the disqualification is not 
punishment even though it may bear harshly upon one affected." 
Flemming v. Nestor, 363 U.S. 603, 613-614 (1960). 
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proceedings. 14/ 

Although we have not sustained all of the 
violation, 15/ we consider that the sancti 
warranted by the misconduct we have found. 
Furnari could hardly be more serious. ክፍ 

enlist clients in his program with false p 
misrepresented the rate of return that cus 
receive. He gave prospective clients fals 
that other accounts in his proqram were en 
customers had entrusted him with their acc 
information as to the success of his activ 


Furnari's actions manifest a blatant indif 
of fair dealing borne by those in the secu 
recognize the serious effect of the sancti 
are convinced that a lesser remedy will no 
to punish Furnari but, in liaht of his egr 
protect the public from further harm at hi 
Stances, we are convinced that the public 


that the law judge imposed. 
An appropriate order will issue. 16/ 


By the Commission (Commissioners TKEADWAY, 
Chairman SHAD and Commissioner PETERS not 


—————"——— ————————————————n LE ER O AUD aE 





.ጩ ہہ‎ 


14/ Furnari also complains that a lesser s 

^ “respondent in another proceeding for m 
However, the remedial action which 1s 
interest depends on the facts and circ 
lar case, and cannot be precisely dete 
the action taken in other proceedings. 
stock Commission Co., Inc., 411 U.S. 1 
SEC, 429 F.2d 856, 858-859 (2d Cir. 19 





መ:‏ سب m‏ مید 090 ہم موہ 





15/ See n.12, supra. 


16/ We have considered all of the contenti 
staff. Their exceptions to the 8 
sustained to the extent that they are 

with the views expressed in this opini 
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judge's findings of 
ከፎ imposed is fully 

The fraud committed by 
deliberately sought to 
romises of safety. He 
tomers could expect to 
e assurances of the success 
joying. And, after 
ounts, he fed them false 
ities on their behalf. 


ference to the obligation 
rities business. we 

on we are imposing. Yet we 
t suffice. We do not seek 
egious misconduct, to 

s hands. Under the circum- 
interest requires the bar 


COX and MARINACCIO); 
participating. 


George A. Fitzsimmons 
Secretary 


کے رج رر ہس .| جم ا 
TE A BNE —‏ یھ ሸሺ‏ سے ہم መጨ: መመ EN.‏ 


anction was imposed on a 
ore egregious misconduct. 
appropriate in the public 
umstances of each particu- 
rmined by comparison with 

See Butz v. Glover Live- 
82, 187 (1973); Hiller ` 
10). 


ons of Furnari and our 

l decision are overruled or 
inconsistent or in accord 
n. 
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ka 
SECURITIES EXCHANGE ACT OF 1934 | ፍው 
861. No. 21046 / June 34, 1984 ; | tran 
Admin. Proc. File No. 3-6091 E à | | 
In the Matter of ፡ 
THOMAS J. FURNARI : 
333 South East Avenue : : ; 
Oak Park, Illinois ፡ 
. 7 
4 f "e 
ORDER IMPOSING REMEDIAL SANCTION 
On the basis of the Commission's opinion issued this day, it is M. 
ORDERED that Thomas J. Furnari be, and he hereby is, barred from n p | 
association with any broker or dealer with the proviso that, after + A 
one year, he may become so associated in a non-proprietary, non- | : , 
supervisory capacity, upon a satisfactory showing to the Commission . 
that he will be adequately supervised. 
By the Commission. t. 
1 
۱ ٦ 
George እ. Fitzsimmons 
Secretary 1 
^ f 
di 
۱ f 
E ሪ ۱ ۰ ۱ | 
[Release No. 21047; SR-MSRB-84-5] ! | ? 51 
Self-Regulatory Organizations: | ee 0 و‎ ን 
Municipal Securities Rulemaking i | 
Board, Order Approving Proposed dd 
Rule Change i 
June 14, 1984. | | 
The Municipal Securities Rulemaking ij | 
Board ("MSRB"), 1150 Connecticut | ۰ J 
Avenue, NW., Washington, D.C. 20036. ው £ 
on March 19, 1984, submittted copies of “+ s 
a proposed rule change pursuant to + EY | 
section 19(b)(1) of the Securities AK a ነ. 
Exchange Act of 1934 ("Act") and Rule | ۱ 
19-4 thereunder to amend rules G-35 à | P 4 k ፦ 
and ۸-16 relating to arbitration. LL | | ' 


The proposed rule change would ۱ ۱ 
amend the MSRB's arbitration code, : | | 
contained the rule G-35, and its | | | m 
arbitration fees and deposits, contained ! | ۱ ۱ 


SEC DOCKET/ 1072 V AVAN ۳ * 3 1 


"i 15 














» 
y 


in rule ۸-16, to conform to recent 
amendments to the uniform arbitration 
code developed by the Securities 
Industry Conference on Arbitration. 
This uniform code is followed by the 
various self-regulatory organizations. 


The proposed rule change would: (1) 
Extend the time limitations on 
arbitration of claims to allow arbitration 
of claims over six years old if a court 
with jurisdistion over the claim has 
directed that the claim be resolved by 
arbitration: (2) increase the dollar limit 
on customer small claims arbitration 
from 82,500 to 55,000; (3) restructure the 
fees and deposits for arbitration, 
lowering the fee and deposits for claims 
under $2,500 while generally raising fees 
for claims over $10,000: (4) allow 
arbitrators discretion to bar the 
presentation by a respondent of facts or 
defenses that were not disclosed to the 
cláimant prior to the hearing: (5) allow 
arbitrators to consolidate arbitrations 
where there are multiple claimants; (6) 
specify the rights of parties to 
peremptorily challenge appointments of 
arbitrators to the panel and provide 
unlimited challenges for cause; and (7) 
allow arbitrators to assess costs in 8 
dispute that was settled or withdrawn 
subsequent to the first hearing. 


Notice of the proposed rule change 
was given in Securities Act Release No. 
20856, published in the Federal Register 
(49 FR 2039€, May 14, 1984). No 
comments on the proposed rule change 
were received. 


The Commission finds that the 
proposed rule change is consistent with 
the requirements of the Act and the 
rules and regulations thereunder 
applicable to the MSRB, and in 
particular, the requirements of section 
15B and the rules and regulations 
thereunder. 


It is therefore ordered, pursuant to 
section 19(b)(2) of the Act, that the 
proposed rule change be, and it hereby 
is, approved, to be effective on 
September 1, 1984, concurrent with the 
effectiveness of similar arbitration rule 
changes by the National Association of 
Securities Dealers, Inc. 


For the Commission, by the Division of 
Market Regulation, pursuant to delegated 
authority. 17 CFR 200.30-3(a)(12). 


George A. Fitzsimmous, 
Secretary. 


(FR Doc. 64-16391 Filed 6-10-84; 8:45 am) 
BILLING CODE 6010-01-44 


SECURITIES AND EXCHANGE ACT OF 1934 
Release No.21048 / June 14, 1984 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
New York Stock Exchange, Inc. 


File No. SR-NYSE-84-22 


The “ew York Stock Exchange, Inc. 
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("NYSE") submitted on 


June 12, 1984, copies of a proposed rule change pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 1934 (the 
"Act") and Rule 19b-4 thereunder, to offer a new index option 
contract based on an index having twice the value of the NYSE 
Composite Index. Options on the new, doubled index will trade 
concurrently with the NYSE's previously-listed options on the 


NYSE Composite Index. 


Publication of the submission is expected to be made in 


the Federal Register during the week of June 18, 1984. 





In 


order to assist the Commission in determining whether to approve 
the proposed rule change or institute proceedings to determine 
whether the proposed rule change should be disapproved, interested 
persons are invited to submit written data, views and arguments 
concerning the submission within 21 days from the date of 


publication in the Federal Register. 





written comments should file six copies thereof with the 


Persons desiring to make 


secretary of the Commission, Securities and Exchange Commission, 


450 Fifth Street, N.W. 


Washington, D.C. 20549, 


should be made to File No. SR-NYSE-84-22. 


Reference 
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Copies of the the submission, all subsequent amendments, 
all written statements with respect to the proposed rule change 
which are filed with the Commission, and all written communications 
relating to the proposed rule change between the Commission and 
any person, other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. $552, will 
be available for inspoction and copying at the Commission's 
Public Reference Room. Copies of the filing and of any subsequent 
amendments also will be available at the principal office of 
the NYSE. 


For the Commission, by the Division of Market Regulation 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 23325 / June 8, 1984 





In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


(70-6977) : 





ORDER AUTHORIZING ISSUANCE OF UNSECURED NOTES 


Southwestern Electric Power Company ("Company"), an electric utility 
subsidiary of Central and South West Corporation ("CSW"), a registered 
holding campany, has filed a declaration pursuant to Sections 6(a) and 7 
of the Public Utility Holding Company Act of 1935 ("Act") and Rule 50(a) 
(2) promulgated thereunder. 


The Company proposes to issue prior to December 31, 1984 up to $75 
million of unsecured notes in one or more transactions (the initial 
transaction will be for $50 million evidencing borrowings from commer- 
cial banks. In order to preserve the Campany's ability to issue short- 
term debt, the principal on such notes will be payable exactly ten years 
from the date of issuance. The aggregate principal amount of notes to be 
SO issued together with all other unsecured indebtedness of the Company 
outstanding at the time of such issue will not exceed 20% of the sum of 
secured indebtedness of the Company and the Campany's total capital stock 
and surplus. The notes and related loan documents will permit prepayment 
of principal in whole or in part at any time prior to maturity without 
penalty. ‘The Company presently anticipates that such notes would be 
repaid within a two year period. The interest rate on the notes during 
the first two years after issue will be a floating rate or interest not 
to exceed 105$ of the prevailing prime rate of the lending bank and 
thereafter a floating rate not to exceed 125$ of such prime rate. 
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In the event that the Campany does not repay the notes during the 
initial two year period and is unable, through renegotiation, to reduce 
the interest rate to no more than 110$ of the prime rate, then the Com- 
pany will refinance such notes through the CSW Money Pool or otherwise. 
CSW will undertake such action as is necessary to permit such refinancing. 
Any such refinancing would, to the extent required, be the subject of 
another declaration filed with the Commission. 


The net proceeds derived by the Company from the bank loan thereunder will 
be used by the Company to repay in full short-term borrowings incurred 
or expected to be incurred to finance the Company's construction program. 
The fees and expenses to be incurred by the Company in connection 
with this transactions is estimated not to exceed $12,500. No state 
commission and no federal commission, other than this Cammission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 pramulgated under the Act (HCAR No. 23291), 
and no hearing has been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that the appli- 
cable standards of the Act and rules promulgated thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provisions of the Act and the 
rules thereunder, that the declaration as amended, be, and it hereby is, 
permitted to became effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 pramulgated under the Act. 


For the Cammission, by the Office of Public Utility Regulation, pursuant 
to delegated authority. 


George እ. Fitzsimmons 
Secretary 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release NO. 23326 / june 8, 1984 





In the Matter of 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


(70-6950) | ፡ 





ORDER AUTHORIZING ISSUANCE AND SALE OF FIRST MORTGAGE BONDS 


Western Massachusetts Electric Company ("WMECO"), an electric utility 
subsidlary of Northeast Utilities, a registered holding company, has 
filed a declaration with this Commission pursuant to Sections 6 and 7 of 
the Public Utility Holding Company Act of 1935 ("Act") and Rule 50 there- 
under. 


WMECO proposes to issue and sell in one or more series, no later than 
March 31, 1985, depending upon prevailing market conditions, up to 
550 million in principal amount of its First Mortgage Bonds ("Bonds"). 
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The interest rate (which shall be a multiple of 1/8 of !$) and the price, 
exclusive of accrued interest, to be paid to WMECO (which shall not be 
less than 98$ nor more than 102$ of the principal amount thereof) will be 
determined in accordance with the Commission's Statement of Policy con- 
cerning the application of Rule 50, as set forth in Release No. 35-2262: 
(September 2, 1982), by using alternative methods to develop and procure 
two or more competitive offers for the purchase of such securities. 


The Bonds will be issued under the First Mortgage Indenture and Deed of 
Trust dated as of May 1, 1954 ("Indenture"), between WMECO and The First 
National Bank of Boston, Successor Trustee, as supplemented. None of the 
Bonds shall be redeemable at the applicable optional redemption price 
prior to a date in 1989 or 1990 (approximately five years after issuance) , 
if such redemption is for the purpose of or in anticipation of refunding 
such Bonds through the use, directly or indirectly, of funds borrowed by 
WMECO at an effective interest cost to WMECO of less than the effective 
cost to WMECO of the Bonds. 


The ret proceeds fram the issue and sale of the Bonds wili be used to 
repay in part short-term borrowings and construction trust borrowings, 
which were incurred to finance WMECO's construction program and, in the 
case of short-term borrowings, for general working capital purposes. 


The Department of Public Utilities of the Cammonwealth of Massachusetts 
and the Connecticut Department of Public Utility Control have authorized 
the issuance and the sale of the bonds by WMECO. No other state or 


federal cammission, other than this Cammission, has jurisdiction over 
the proposed transactions. The fees and expenses to be incurred in 


connection with the proposed transaction are estimated to be no more 
than $36,000. 


Due notice of the filing of said declaration has been given in the 
manner prescribed in Rule 23 pramulgated under the Act (HCAR No. 23222), 
and no hearing has been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are satisfied: 


IT IS ORDERED, pursuant to the applicable provisions of the Act and rules 
thereunder, that said declaration is permitted to became effective 
forthwith, subject to the terms and conditions prescribed in Rule 24 
pramulgated under the Act. 


For the Cammission, by the Office of Public Utility Regulation, pursuant 
to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Trust Indenture Act of 1939 











By letter dated April 3, 1984, counsel for the City of New Orleans PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 INVESTMENT 
دجمجدہ‎ D کی‎ 7 ONE ACP OP 2922 ("City") requested (1) that action by this Commission with respect to Release No. 23328 / June 14, 1984 Release No. 909 / June 8, 1984 Release No. 
Release No. 23327 / June 8, 1984 AP&L and NOPSI be deferred until such time as the state and municipal i | 

agencies had an opportunity to consider the proposed transactions and 1 In the Mati 
THE ot (2) that "the period within which comnents on those portions of the In the Matter. of The Securities and Exchange Commission has issued a notice giving THE PRUDEN’ 

Declarations must be presented to the Commission be extended through interested persons until July 6, 1984, to request a hearing on an applica- AMERICA 
MIDDLE SOUTH UTILITIES, INC and including 30 days following the completion of the record in this nda سای‎ emm و‎ en d tion by Unimax Corporation, pursuant to Section 310(b)(1)(ii) of the Trust 
LOUIS , INC. proceeding to allow it to camment, to the extent necessary, on the issues West Springfield, Massachusetts Indenture Act of 1939 (the "Act"), declaring that the trusteeship of Bankers Prudential 
NEW رہ‎ tie በበን 110. raised by the state and municipal agency decisions." The original Trust Company under an indenture that has been gualified under the Act, and Newark, Net 

1 A r application-declaration stated that prior approval of the City was (70-6350) an indenture that has not been gualified under the Act, is not so likely 
New Orleans, Louisiana required for the issuance and sale of common stock by NOPSI, but the to involve a material conflict of interest as to make it necessary to File No. £ 

application-declaration was amended to delete that statement and substi- SUPPLEMENTAL ORDER AUTHORIZING FEES AND EXPENSES disgualify Bankers Trust Company from acting as trustee. (File No. t 
ARKANSAS POWER & LIGHT COMPANY tute "information with respect to the jurisdiction, if any, of the Council ۱ | 
Little Rock, Arkansas of the City...over the issuance by NOPSI of the NOPSI stock will be In the Cammission"s order of June 8, 1984 (HCAR No. 23326) in this file ORDER PURS 

١ supplied herein by amendment." Accordingly, the City's request has been it was stated that fees and expenses were estimated not to exceed $36,000. OF THE ACT 
MISSISSIPPI POWER & LIGHT COMPANY granted with respect to NOPSI. By this supplemental order such fees and expenses will not exceed $153,000. 
Jackson, Mississippi | The Prudent 

With respect to AP&L, the state authorities referred to in the City's For the Commission, by the Office of Public Utility Regulation, pursuant to on April 3, 
(70-6962) $ request have acted. The city has no regulatory jurisdiction over AP&L. delegated authority. TRUST INDENTURE ACT OF 1939 سس‎ p 

۱ The nature of the APsL transaction is such that collateral terms or وف‎ ም 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE AND SALE OF COMMON STOCK BY conditions would not be appropriate. In The Matter of Prudential 
SUBSIDIARY AND ACQUISITION THEREOF BY HOLDING COMPANY: RESERVATION OF and any oth 
JURISDICTION Due notice of the filing of the application-declaration has been given George A. Fitzsimmons AMERICAN SOUTHWEST FINANCIAL CORPORATION account wh! 

۱ ልጠ | in the manner prescribed in Rule 23 pramulgated under the Act (HCAR No. Secretary File No.: 22-13123 representat 
Middle South Utilities, Inc. ("Middle South"), a registered holding 23237), and no hearing has been reguested of or ordered by the Camission. 
company , and four of its electric utility subsidiaries, Arkansas Power 6 Upon the basis of the facts in the record, it is hereby found, with Application Pursuant to Section 310(b)(1)(ii) - ዱሬ 
Light Company ("AP&L"), Louisiana Power & Light Company ("LP&L"), Missis- respect to the above-described transactions as to which the record is ment Compar 
Sippi Power & Light Company ("MP&L"), and New Orleans Public Service Inc. complete, that the applicable provisions of the Act and rules promulgated TRUST INDENTURE ACT OF 1939 Release No, : 910 / June 12, 1984 request a 1 
("NOPSI"), have filed an application-declaration with this Commission thereunder are satisfied: Rel. No. 908 / June 8, 1984 be issued 1 
pursuant to Sections 6(a), 6(b), 7, 9(a), and 10 of the Public Utility ۱ The Securities and Exchange Cammission has issued an notice giving — oo 
Holding Company Act of 1935 ("Act"). IT IS ORDERED, pursuant to the applicable provisions of the Act and the interested pei. .., itil July 9, 1984 tc request a hearing on an The matter 


By order in this proceeding dated April 4, 1984 (HCAR No. 23271), LP&L 
and MP&L were authorized to issue and sell their common stock to Middle 
South for $125,000,000 and $25,001,000, respectively. Jurisdiction was 
reserved over the proposed issuance and sale of common stock by AP&L and 
NOPSI and the acquisition thereof by Middle South and also over NOPSI's 
proposed charter amendment increasing its authorized shares of common 
stock, since the record had not been completed as to them. 


AP&L proposes to issue and sell 1,600,000 shares of its common stock to 
Middle South, its sole cammon shareholder, for $20,000,000 in cash. This 
is part of the financing of its budgeted cash requirements for the calen- 
dar year 1984. 


The Arkansas Public Service Cammission, the Public Service Commission of 
Missouri, and the Tennessee Public Service Commission have now authorized 
the issuance and sale of common stock by AP&L to Middle South. No other 
state or federal commission, other than this Commission, has jurisdiction 
over the proposed transaction. The record as to AP&L is camplete. 


rules thereunder, that the application-declaration, as now amended, be, 
and it hereby is, granted and permitted to become effective forthwith 
with respect to the above-described transactions as to which the record 
has been campleted, subject to the terms and conditions prescribed in 
Rule 24 pramulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it hereby is, reserved over 
the proposed transactions by NOPSI and Middle South as to which the 
record is not yet complete. 


For the Commission, by the Office of Public Utility Regulation, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 


The Securities and Exchange Cammission has issued a notice giving 
interested persons until July 6, 1984 to request a hearing on an 
application by Hospital Corporation of America, Inc. (the "Campany"), 
a Tennessee corporation, pursuant to Section 310(5) (1) (141) of the 
Trust Indenture Act of 1939 declaring that the trusteeship of 
Cammerce Union Bank of Nashville, Tennessee under three indentures 
of the Company which are qualified under the Act, and eight 
indentures of various governmental issuing authorities which 
latter indentures have not been qualified under the Act in 

reliance upon Section 304(a)(4) thereof and which latter 

indentures the Campany or a wholly-owned subsidiary thereof is 
contractually obligated to make payments upon, is not so likely to 
disqualify Commerce Union Bank of Nashville, Tennesse fram acting 
as trustee. 


application by American Southwest Financial Corporation, pursuant to Section 
310(b)(1)(ii) of ۰۰ Trust Indenture Act of 1939 for an order declaring 

that the trusteeship of the Valley National Bank of Arizona under five 
existing indentures and a new indenture is not so likely to involve a 
material conflict of interest as to make it necessary to disqualify The 
Valley National Bank of Arizona from acting as Trustee, 


cation is e 
of investor 
the Act. A 


IT IS ORDER 
from all pr 


For the Cam 
delegated a 
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COMPANY ACT OF 1940 
۱ 1 3982 / June 8 , 1984 





er of ፡ 


TIAL INSURANCE COMPANY OF ኒ 


Plaza : 
7 Jersey 07102 : 





112-5814) 


JANT TO SECTION 6(c) OF THE ACT FOR EXEMPTION FROM ALL PROVISIONS 


.ial Insurance Campany of America ("Prudential") filed an application 
, 1984 for an order of the Cammission pursuant to Section 6(c) of 
ent Campany Act of 1940 ("Act") granting an exemption fram all 

of the Act for the Prudential Canadian Cammon Stock Account, the 
Canadian Bond Account, the Prudential Canadian Money Market Account, 
er Prudential separate account designated as a "Prudential Canadian" 
ch is hereafter organized and operated in conformity, with the 

ions made in the application. 


1984, a notice was issued of the filing of the application (Invest- 
y Act Rel. No. 13942), giving interested persons an opportunity to 
gearing and stating that an order disposing of the application would 
nless a hearing were ordered. No request for a hearing has been 
the Commission has not ordered a hearing. 


has been considered and it is found that the granting of the appli- 
ppropriate in the public interest and consistent with the protection 
S and the purposes fairly intended by the policy and provisions of 
ccordingly, 


ED, pursuant to Section 6(c) of the Act, that the requested exemptions 
ovisions of the Act be, and hereby are, granted, effective forthwith. 


mission, by the Division of Investment Management, pursuant to 
uthority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 13983 / June 8, 1984 





In the Matter Of 


SECURITY BENEFIT LIFE INSURANCE COMPANY 


AND 


VARIFLEX 


700 Harrison Street 
Topeka, Kansas 66636 


(812-5774) 





ORDER PURSUANT TO SECTION 6(c) OF THE INVESTMENT COMPANY ACT OF 1940 (the "ACI") 
GRANTING EXEMPTIONS FROM SECTIONS 12(d)(1), 26(a), AND 27(c)(2) OF THE ACT 


Security Benefit Life Insurance Campany and Variflex filed an application on 
February 16, 1984 and amendments thereto on March 15, 1984 and March 23, 1984, 
for an order of the Cammission pursuant to Section 6(c) of the Act. 


On March 27, 1984 a notice was issued (Investment Company Act Release No. 13846) 
of the filing of the application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order disposing of the application 
would be issued as of course unless a hearing should be ordered. No request for 
a hearing has been filed, and the Cammission has not ordered a hearing. 


The matter has been considered and it is found that the granting of the application 
is appropriate in the public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the requested exemptions 
from Sections 12(d)(1), 26(a), and 27(c)(2) of the Act be and hereby are, to the 
extent necessary, granted, effective forthwith. 


For the Cammission, by the Division of Investment Management, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 


SEC DOCKET/ 1082 


SEC DOCKET/ 1069 


INVESTMENT COMPANY ACT OF 1940 
Release No. 13984 /June , 





In the Matter of 


HARTFORD VARIABLE ANNUITY 
LIFE INSURANCE COMPANY, 

HARTFORD EQUITY SALES COMPANY, 
INC. , 

HARTFORD ADVISERS FUND, INC., 

HARTFORD AGGRESSIVE GROWTH 
FUND, INC., 

HARTFORD FIXED INCOME FUND, 
INC., 


and 

HARTFORD STOCK FUND, INC. 
Hartford Plaza 

Hartford, CT 06115 


(812-5786) 





ORDER PURSUANT TO SECTION 6(c) OF THE ACT EXEMPTING APPLICANTS FROM THE 
PROVISIONS OF SECTIONS 2)6()32( , 2(a)(35) and 22(c) OF THE ACT AND RULE 
22c-1 THEREUNDER 


Hartford Variable Annuity Life Insurance Company ("HVA"), Hartford Advisers 
Fund, Inc., Hartford Aggressive Growth Fund, Inc., Hartford Fixed Income Fund, 
Inc., and Hartford Stock Fund, Inc., each of which is registered under the 
Investment Company Act of 1940 ("Act") as an open-end, diversified, management 
investment company, and Hartford Equity Sales Company, Inc., a broker-dealer 
registered under the Securities Exchange Act of 1934, filed an application on 
March 2, 1984, for an order pursuant to Section 6(c) of the Act, exempting 
Applicants from the provisions of Sections 2(a)(32), 2(a)(35) and 22(c) of the 
Act and Rule 22c-1 thereunder, to the extent necessary to permit Applicants 
to assess a contingent deferred sales load on redemption of their shares. 


On May 7, 1984, a notice was issued of the filing of the application (Invest- 
ment Company Release No. 13928). This notice gave interested persons an 
opportunity to request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed, and the Commission has not ordered 


a hearing. 


SEC DOCKET/ 


The matter has been considered, and it is found that the granting of the 
requested exemption 1S appropriate in the public interest and consistent 
with the protection of investors and purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the application 

for exemption from the provisions of Sections 2(a)(32), 2(a)(35) and 22(c) 
of the Act and Rule 226-1 thereunder, to the extent requested be, and hereby 
is granted effective forthwith. 


For the Cammission, by the Division of Investment Management, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 13985 /June 12, 1984 





In the Matter of 

COMCAST CABLEVISION OF PHILADELPHIA, INC., et al. 
One Belmont Avenue 

Bala Cynwyd, Pennsylvania 19004 


(812-5797) 





ORDER PURSUANT TO SECTION 6(c) OF THE ACT GRANTING EXEMPTION FROM ALL 
PROVISIONS OF THE ACT 


Camcast Cablevision of Philadelphia, Inc., a Pennsylvania corporation, 

and Comcast Cablevision of Philadelphia, L.P., a Pennsylvania limited 
partnership, filed an application on March 19, 1984, and an amendment 
thereto on May 16, 1984, requesting an order, pursuant to Section 3(b)(2) 
of the Investment Campany Act of 1940 ("Act"), declaring that they are 
primarily engaged in a business other than that of investing, reinvesting, 
owning, holding or trading in securities, and, alternatively, pursuant to 
Section 6(c) of the Act, exempting them from all provisions of the Act. 


On May 17, 1984, a notice was issued of the filing of the application 
(Investment Company Act Release No. 13865). The notice gave interested 
persons an opportunity to request a hearing and stated that an order dis- 
posing of the application would be issued as of course unless a hearing 
Should be ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that the granting of the 
requested exemption is appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act that the application 


for exemption from all the provisions of the Act be, and hereby is, granted, 
effective forthwith. 
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For the Cammission, by the Division of Investment Manage 
delegated authority. 


George A. Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 13986 / June 13, 1984 





In the Matter of : 
SEARS FIXED INCOME INVESTMENT 2 

TRUST 2 
( AND SUBSFOUENT TRUSTS AND SIMILAR : 
SERIES OF TRUSTS) : 
and ፡ 


4ه 


DEAN WITTER REYNOLDS, INC. 

Unit Investment Trust Department 
5 World Trade Center 

New York, NY 10048 


(812-5801) 





ORDER PURSUANT TO SECTION 45(a) OF THE ACT GRANTING CONF 


Sears Fixed Income Investment Trust ("Sears"), registere 
ment Company Act of 1940 (the "Act"), as a unit investme 
subsequent series and similar series of trusts, and thei 
Witter Reynolds, Inc., ("Sponsor," collectively with See 
filed an application on March 20, 1984, for an order, pu 
45(a) of the Act, granting confidential treatment for pr 
ments of the Sponsor filed with the Commission from time 
tion with registration statements of Sears and all subse 
Similar series of trusts. 


On May 16, 1984, a notice (Investment Company Act Releas 
issued of the filing of the application. The notice gav 
sons an opportunity to request a hearing and stated that 
of the application would be issued as of course unless e 
ordered. No request for a hearing has been filed and th 
ordered a hearing. 


The matter has been considered, and it is found on the b 
tion stated in the application, that public disclosure c 
Statements of the Sponsor is neither necessary nor apprc 
interest or for the protection of investors.  Accordingl 


IT IS ORDERED, pursuant to Section 45(a) of the Act, that the application 
requesting confidential treatment for the profit and loss statements of 
the Sponsor, to the extent requested, be and hereby is granted, effective 
forthwith, subject to compliance by Applicants with the representations 
contained in the application. 


ment, pursuant to 


For the Cammission, by the Division of Investment Management, pursuant to 
delegated authority. 


George እ, Fitzsimmons 
Secretary 


INVESTMENT COMPANY ACT OF 1940 
Release No. 13987 / June 14, 4 


In the Matter of 


COLORADO VENTURE CAPITAL CORPORATION 
885 Arapahoe Avenue 
Boulder, Colorado 80302 


(812-5770) 


ORDER PURSUANT TO SECTION 61(a)(3)(B) OF THE ACT APPROVING STOCK OPTION PLAN 
AND THE ISSUANCE OF CERTAIN STOCK OPTIONS THEREUNDER 


| Colorado Venture Capital Corporation ("Applicant"), a business development 

IDENTIAL TREATMENT company within the meaning of the Investment Company Act of 1940 ("Act") 
which has elected to be treated as such, filed an application on February 
14, 1984, and an amendment thereto on April 19, 1984, for an order, pursuant 
nt trust, and all to Section 61(a)(3)(B) of the Act approving a Non-Qualified Stock Option 
r sponsor, Dean | Plan and the autamatic grant thereunder (a) on the date that is the later of 
rs, the "Applicants") e the date of approval of such plan by Applicant's shareholders and the date 
rsuant to Section of approval of such plan by order of the Cammission (the "Plan Approval 
ofit and loss state- Date") of options to purchase shares of Applicant's common stock (1) to 

to time in connec- Charles S. Leavell, a director of Applicant who is neither an officer nor an 
quent series and employee of Applicant (a "non-employee director"), (2) to Dr. Michael L. 
Olson, a non-employee director of Applicant, (3) to Stanley R. Swanson, a 
non-employee director of Applicant, and (b) on or subsequent to the Plan 
e No. 13946) was Approval Date, as appropriate, to each non-employee director of Applicant 
e interested per- who 35 elected or appointed to the Applicant's board of directors in the 


an order disposing future. 
hearing should be 
e Cammission has not 


d under the Invest- 


On May 17, 1984, a notice (Investment Canpany Act Release No. 13948) was 
1ssued of the filing of the application. The notice gave interested persons 
the opportunity to request a hearing and stated that an order disposing of 
asis of the informa- ۱ the application would be issued uniess a hearing should be ordered. ከዕ 

f the profit and loss j | request for a hearing has been filed, and the Commission has not ordered a 
priate in the public bi Bx hearing. 

V, 


The matter has been considered, and. it is found that the terms of the pro- 
posal are fair and reasonable and do not involve overreaching of Applicant 
or its shareholders. Accordingly, 





ጨም 
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IT ፲5 ORDERED, pursuant to Section 61(a)(3)(B) of the Act, that the appli- 
cation requesting approval of the Non-Qualified Stock Option Plan and the 
autamatic grant thereunder of options to non-employee directors, be and 
hereby is, granted, effective forthwith. 


For the Cammission, by the Division of Investment Management, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 


Litigation Release No. 10409 / June 11, 1984 


UNITED STATES OF AMERICA v. THOMAS R. BRIMBERRY, (E.D. Mo., 
Eastern Division, No. S1-82-312CR(4)) 


Thomas E. Dittmeier, United States Attorney for the Eastern 
District of Missouri and William D. Goldsberry, Administrator of 
the Chicago Regional Office, Securities and Exchange Commission 
announced that on June 1, 1984, Thomas R. Brimberry was sentenced 
by the Honorable Clyde S. Cahill of the Eastern District of Missouri 


to a total of ten years in prison. 


Brimberry was sentenced to five years each relating to his 
conviction of five counts of having given false testimony to a 
Federal Grand Jury. These sentences are to run concurrently. 
Brimberry was also sentenced to five years each, the sentence to 
run concurrent with each other on two counts of having falsely 
concealed and converted assets belonging to the estate of Stix & 
Co. Inc., a former St. Louis broker-dealer, now in liquidation 
proceedings under the provisions of the Securities Investor 
Protection Act. These counts will run consecutively to the counts 


on giving false testimony. 


The ten year sentence imposed on Brimberry is in addition to 
a previous ten year sentence imposed against him relating to his 
conviction in the Southern District of Illinois to two counts of 
obstruction of justice. All of these charges stem from Brimberry's 


$16 million embezzlement of Stix & Co. Inc. 


For further information, see Litigation Release Nos. 10025, 
10061 and 10355. 
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Litigation Release No. 10410 / June 12, 1984 


SECURITIES AND EXCHANGE COMMISSION v. JETFILM CORPORATION AND 
MARVIN E. 
(D. Minn., Civil Action File No. 3-82-319) 











William D. Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission (Commission), 
announced that on May 31, 1984, the Honorable Paul A. Magnuson, 
U.S. District Court Judge for the District of Minnesota entered an 
Order, pursuant to the consent of JetFilm Corporation and Marvin 
E. Wallis, reguiring JetFilm and Wallis to comply with the 
provisions of the injunction entered against them by the same court 
on September 13, 1982, which enjoined them from further violations 
of the registration and antifraud provisions of the federal 
Securities laws. 


The May 31, 1984 Order also requires, among other things: 
that JetFilm Corporation and Wallis submit to the Commission a 
written withdrawal of the March 1, 1984 offer of JetFilm 
Securities, and once approved by the Commission, to transmit this 
written withdrawal promptly to all offerees; that JetFilm and 
Wallis submit to the Commission correcting financial information as 
to JetFilm's net income or loss, assets and l'abilities, and once 
approved by the Commission, to transmit this information promptly 
to all offerees; and that JetFilm and Wallis seek the assistance of 
securities counsel prior to offering any securities for sale to the 
public. 


Ihe Commission's Application For An Order To Show Cause, 
filed on May 11, 1984, alleged in substance that since the court's 
September 13, 1982 permanent injunction, JetFilm and Wallis engaged 
in two unregistered offerings of JetFilm securities using 
fraudulent offering documents. Among other things, the Commission 
alleged that the offering documents misrepresented JetFilm's 
finaneial condition and sales history, failed to adequately 
disclose the 1982 injunctions and failed to disclose that JetFilm 
has no employees and no manufacturing facilities. 
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LITIGATION RELEASE NO. 10411 / June 12 , 1984 


.S. V. Stephen L. Wallis and Sharon Willey 
84 Cr. 342 (S.D.N.Y. 





Anne C. Flannery, Associate Regional Administrator for 
Enforcement of the Securities and Exchange Commission's New York 
Regional Office ("NYRO") announced that on June 5, 1984, a 
federal grand jury sitting in Manhattan returned a 20-count 
indictment charging Stephen L. Wallis ("Wallis") and Sharon 
Willey ("Willey") with participation in an insider trading scheme 
involving the misappropriation of material non-public information 
from the New York City law firm of Skadden, Arps, Slate, Meagher 
& Flom ("Skadden Arps"). The investigation leading to the 
indictment against Wallis and Willey was initiated at the NYRO 
and was referred to the U.S. Attorney's Office. Wallis and 
Willey also face related charges in a civil injunctive action 
filed by the NYRO entitled SEC v. Stephen G. Karanzalis, Aaron L. 


Lerman, Alfred T. Salvatore, Jr., Steven Crow, Kenneth Petricig, 








Stephen L. Wallis and Sharon Willey, 84 Civil 2070 (S.D.N.Y.) 





(CLB). 


Wallis, a New York City taxicab driver, and Willey, a close 
personal friend, were charged with conspiring with others, 
including former employees of Skadden Arps, and registered 
representatives in the securities industry, to trade upon 
information regarding potential tender offers and business 
combinations stolen from Skadden Arps. In an effort to avoid 
detection, Wallis and Willey also traded overseas and used a 
Swiss bank account. Wallis and Willey also face eleven counts of 
securities fraud and eight counts of mail fraud. 


Wallis and Willey will be arraigned on June 14, 1984. The 
counts of conspiracy and securities fraud each carry a maximum 
penalty of five years imprisonment and a $10,000 fine. Each 
count of mail fraud carries a maximum penalty of five vears 
imprisonment and a $1,000 fine. The imprisonment and fines may 
be imposed consecutively. 
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LITIGATION RELEASE NO. 10412 / Junel2 , 1984 


SEC v. Stephen G. Karanzalis, Aaron L. Lerman, Alfred T. 


ÉD t r v‏ ی 


Salvatore, Jr., Steven Crow, Kenneth Petricig, Stephen L. Wi 
and Sharon Willey, 84 Civ. 2070 (CLB) (S.D.N.Y.) 7 














Anne C. Flannery, Associate Regional Administrator for 
Enforcement of the Securities and Exchange Commission's New 
Regional Office ("NYRO") announced that on May 3l, 1984, 
following a hearing before the Hon. Charles L. Brieant of tl 
United States District Court for the Southern District of Ne 
York, Stephen L. Wallis ("Wallis") was preliminarily enjoine 
from violating and aiding and abetting violations of Sectior 
10(b) and 14(e) of the Securities Exchange Act of 1934 and F 
l0b-5 and 14-3 thereunder. 


Wallis, a New York City taxicab owner and driver, was 
involved in a scheme with certain of his fellow defendants i 
case to trade on information stolen from the New York City 1 
firm of Skadden Arps, Slate, Meagher & Flom concerning propc 
tender offers or business combinations, prior to public annc 
ment of such deals. 


Litigation Release No. 10413 / June 12, 1984 





SECURITIES AND EXCHANGE COMMMISSION v. YOUMANS, ET AL., Civil Action 
No. CIV-I-79-216 (E.D. Tenn., May 21, 1984) 








Michael K. Wolensky, Administrator of the Atlanta Regional 
Office, announced that on May 21, 1984, the Honorable H. Ted Milburn, 
United States District Judge for the Eastern District of Tennessee, 
entered a Final Judgment of Permanent Injunction in the 
above-captioned case against Thomas Wendell Holliday ("Holliday") of 
Knoxville, Tennessee, who served variously as the First Executive 
Vice-President, President and a Director of Hamilton Bancshares, 
Inc. ("HBI"), a seventeen-bank holding company headquartered in 
Chattanooga, Tennessee, which was declared insolvent and placed in 
receivership in February, 1976, by the United States Comptroller of 
Currency. 


The Final Judgment was entered based upon the mandate issued 
by the Sixth Circuit Court of Appeals on May 7, 1984, in accordance 
with its decision in Securities and Exchange Commission v. Thomas 
Wendell Holliday, F.2 s CCH [Current] Fed. Sec. L. Ren. 
199,708 (6th Cir., March 8, 1984) and based woon the District Court's 
prior findings that Holliday violated Section 17(a) of the Securities 
Act of 1933, Sections 10(b), 13(a) and 14(a) of the Securities 
Exchange Act of 1934, and Rules 10b-5, 12ኩ-20, 132-1, 13፳-11, 13a-13 
and 14a-9 promulgated thereunder. Securities and Exchange Commission 
v. N. Rountree Youmans, et al., 543 F.Supo. 1292 (E.D. Tenn. 1982). 
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York 
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The District Court had found that Hollidav, who was responsible for 
preparation of HBI's periodic reports and proxy soliciting materials, 
failed to disclose material information concerning primarily HBI"s 
then-current financial condition and business practices as they 
related to HBI's wholly owned subsidiaries, Hamilton Mortgage 
Corporation and Hamilton National Bank. The Court, however, did not 
enjoin defendant Holliday. finding that Holliday's employment at the 
time of trial did not provide him with the likelihood or opportunity 
to commit future violations. On appeal taken by the Commission, the 
Sixth Circuit Court of Appeals reversed the decision of the District 
Court not to enter an injunction against Holliday, stating that the 
Court had erroneously treated Holliday's change in occupation as 
controlling on the issue of whether an injunction should be issued, 
and remanded for entry of the injunction requested by the Commission 
against Holliday. 


۱ 


Litigation Release No. 10414 y June 13 , 1984 


U.S. v. JOE LEE WELLS and WILLIAM DONALD FREESE 
(CR $84-50023-01, 02, W.D. La.) 





The Honorable Joseph S. Cage, United States Attorney for the 
Western District of Louisiana, and Wayne M. Secore, Administrator 
of the Fort Worth Regional Office of the Securities and Exchange 
Commission, announced that on June 4, 1984, a federal grand jury 
sitting in Shreveport, Louisiana, returned an indictment charging 
Joe Lee Wells ("Wells"), now serving a two-year sentence in the 
El Reno, Oklahoma Federal Correctional Institute, and William 
Donald Freese ("Freese"), of Shreveport. The 11 count indictment 
charges Wells and Freese with securities fraud, mail fraud and 


wire fraud. 


The indictment charges that during the period from April 
1982 to March 1983, Wells and Freese raised $421,935 from 18 
investors residing in 15 states through the offer and sale of 
fractional undivided working interests in four wells. These 
wells were located in Sabine Parish, Louisiana and were known as 
the Olin "E" #1, #2, #3 and #4 wells. The indictment charges 
that Wells and Freese collected funds for drilling, testing and 
completing the wells with no intention to drill them. 
Additionally, the indictment alleges that Wells and Freese 
misrepresented material facts, such as their prior successes on 
other wells and the rate of production on the Olin "E" #3 well, 
and failed to disclose the poor financial condition of the 
business or the fact that Wells had been indicted by a federal 
grand jury on August 13, 1982 for unlawful receipt of a firearm 
by a person convicted of a felony. 


On June 5, 1984, Freese was arrested in Shreveport by F.B.I. 
agents. Bond has been set at $50,000, and arraignment for Wells 
and Freese has been set for June 29, 1984. The defendants, if 
convicted, face penalties of up to five years imprisonment and 
$1,000 in fines on each of ten counts of mail and "ire fraud, and 
up to five years imprisonment and $10,000 in fines on one count 


of securities fraud. 
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Litigation nelease No. 10415 June 13, 1984 


SEC v. AL M. FIELDING 
(CA 4-84-207E, N.D. Tex.) 





Wayne M. Secore, Administrator of the Fort Worth Regional 
Office announced that on June 1, 1984, the Commission filed a 
Complaint for civil injunction and other relief in the Northern 
District of Texas, Fort Worth Division, against Al M. Fielding 
("Fielding") of Fort Worth. The Complaint seeks an order to 
permanently enjoin Fielding from further violations of the 
registration and antifraud provisions of the federal securities 
laws. | 


The Complaint alleges that from May 1980 to October 1983, 
Fielding was president of three Weatherford, Texas companies 
which are now bankrupt, Western Hills Oil 4 Gas Co., Peerless Oil 
Company and Peerless Drilling Company. Fielding, through these 
companies, violated the registration provisions by raising 
approximately $7.2 million from the offer and sale of fractional 
undivided interests from investors residing in 14 states. The 
Complaint also alleged that in connection with the offers and 
sales of fractional undivided interests, Fielding misrepresented 
and omitted to state certain material facts.  Tnese omissions and 
representations concerned, among other things, tne manner in 
which investor funds would be used, the risks inherent in oil and 
gas drilling programs, tne rates of return that investors would 
receive on existing and prospective wells; the financial condi- 
tion of Fielding's companies; and the commingling of investor 
funds. The Complaint further alleges that Fielding nisapplied 
investor funds by using funds from current offerings to pay for 
obligations incurred on earlier offerings. 


Litigation Release No. 10416 / June 14, 1984 


SECURITIES AND EXCHANGE COMMISSION v. JUNE S. JONES CO. و‎ 
et al. No. 84-619 (D. Ore.) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office, announced that on June 6, 1984 a complaint 
was filed in United States District Court for the District of 
Oregon against June S. Jones Co., a Portland, Oregon broker- 
dealer and June Sheldon Jones, Jr., its president, alleging 
violations of Section 15(c)(3) of the Securities Exchange Act 
of 1934 and Rules 15c3-1 (net capital rule) and 15c3-3 
(customer protection rule) thereunder. Without admitting or 
denying the allegations of the Commission's complaint the 
defendants consented to the entry of a decree of permanent 
injunction against them and to an order grantina an 
application by the Securities Investor Protection Corporation 
for appointment of a trustee to liquidate the firm. 
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Litigation Release No. 10417 / June 14, 1984 


UNITED STATES OF AMERICA v. DAVID ROBB 
(U.S. District Court, E.D. Mich., S. Div., CR. NO. 84-20322) 








Leonard R. Gilman, United States Attorney for the Eastern District of Michigan, 
and William D. Goldsberry, Administrator of the Chicago Regional Office of the 
Securities and Exchange Commission, jointly announced that on June 12, 1984, David 
Robb entered a plea of guilty to an Information charging Robb with criminally 
violating Sections 14(c)(1) and 14(c)(2) of the Securities Investor Protection 

Act of 1970 [15 U.S.C. 78jjj(c)(1), (2)]. The one-count criminal information was 
filed against Robb on June 5, 1984, 


The Information charged that on September 18, 1974, the Securities Investor Pro- 
tection Corporation (SIPC) filed an application in the United States District 
Court for the Eastern District of Michigan, at Detroit, for the appointment of 

a SIPC Trustee to liquidate Financial House, Inc., a Detroit brokerage firm which 
was insolvent. On that same day, a United States District Judge appointed Robb, 
an attorney, as Trustee for Financial House, Inc., and Robb served as Trustee from 
that time until his resianation as such on March 29, 1983. 


The Information further charaed that from about June, 1977 to March 29, 1983, 
Robb, in connection with the liquidation of Financial House, willfully and know- 
ingly employed a device, scheme and artifice to defraud by misappropriating, 
embezzling and converting to his own use and benefit monies amounting to approxi- 
mately $196,249 belonging to the estate of Financial House and the SIPC, and en- 
gated in acts, practices and a course of business which operated as a fraud and 
deceit upon SIPC and other persons. The Information further alleged that Robb's 
acts resulted in additional loss to the estate of interest in the amount of 
approximately $104,605. 


The Information further charged that as part of the scheme to defraud, Robb did, 
during the period of April 13, 1978 through November 5, 1982, draw 21 checks, in 
a total amount of $116,900, payable to himself or to himself as Trustee, on a 
checking account maintained at a Detroit bank in his name as Trustee, and that 
Robb misappropriated, embezzled and converted the proceeds of such checks for his 
own use and benefit. 11 was further alleged that Robb caused these checks to 
bear the counter-signa“.ure of a bankruptcy judge, who was without knowledge of 
any part of the scheme, and which signatures Robb obtained by false statements 
and other deceptive deyices. 


The Information also alleged that from June, 1977 to October, 1982, Robb mis- 
appropriated an additional $42,842 by failing to deposit all monies received 

by him as Trustee, including proceeds from the sales of various securities, 
dividends on securities held by the estate, and an $11,424 tax refund warrant 
issued by the State of Michigan. The Information also charged that on or about 
December 19, 1977, Robb converted to his own use the additional sum of $30,117, 
representing proceeds of a certificate of deposit previously issued to the 
estate, and that on or about February 28, 1978, Robb converted $3,411 from the 
proceeds of a previous certificate of deposit. The Information also alleged that 
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in or about October-December 1981, Robb converted to his own use $2,978, represent- 
ing part of the proceeds of a $42,978 check payable to him as Trustee from a 
brokerage firm. 


The Information also alleged tnat in order to conceal his embezzlement, conversion 
and misappropriation of money, and to persuade representatives of SIPC that he was 
properly managing funds of the estate, Robb prepared or caused to be prepared two 
false documents which purported to be certificates of deposit issued by a Detroit 
bank, which Robb represented were assets of the estate, in the respective face 
amounts of $194,699 and $260,644, and with respective issuance dates of July 15, 
1981 and July 17, 1982. The Information further alleged that on or about Febru- 
ary 4, 1983, Robb, by means of deception, caused the Detroit bank which purportedly 
issued the certificates of deposit, which bank was without knowledge of the fraud, 
፦ confirm ۶۵ SIPC that the estate held a certificate of deposit in the amount of 
277,863. 


The Information further charged that during the course of his trusteeship, Robb 
concealed from the SIPC, the United States District Court and the United States 
Bankruptcy Court his misappropriation and embezzlement of money, and prepared 
false reports, to include a Final Report and Account of Trustee dated January 14, 
1983, which report was filed with the United States District Court and the Bank- 
ruptcy Court, and which report falsely stated that the estate held a $260,644 cer- 
tificate of deposit, which Robb knew was a false document and a non-existent 

asset of the estate. 


In a prior action, on July 12, 1983, the Commission filed a civil Complaint for 
Permanent Injunction and Other Eguitable Relief in the United States District 
Court for the Eastern District of Michigan, naming Robb as defendant. The Com- 
plaint alleged that Robb, while acting as Trustee, violated the anti-fraud pro- 
visions of the Securities Investor Protection Act. Simultaneously with the filing 
of the Complaint, Robb, without admitting or denying the alleyations, consented 

to entry of a Final Judgment of Permanent Injunction and an Order Reguiring an 
Accounting, and reguiring Robb to provide an accounting to the Court, the Commission 
and to the SIPC within 30 days. On July 13, 1983, the Final Judgment and account - 
ing Order was entered by the Court. On August 15, و1983‎ Robb filed the required 
accounting, and, in connection with the case in which he was. appointed Trustee, 
also filed his Application for Final Compensation. Thereafter, the SIPC Successor 
Trustee in the Financial House liquidation filed his objections to Robb's Appli- 
cation and petitioned the Court for an order reguiring Robb to return all funds 
allegedly taken and repayment by Robb of all interim fees previously paid to Robb 
as Trustee. On November 21, 1983, a Consent Judgment was entered, wherein the 
Successor Trustee was granted a judgment against Robb, with Robb's previous con- 
sent, in the total amount of $350,565.25, representing $196,358.40 in "principal 
amount to be returned to the Estate"; $104,605.65 as "interest surcharge", and 
$49,601.20 as "return of interim allowance for compensation." The Consent Judg- 
ment also provided that Robb's Application for Final Compensation be denied in 

its entirety and that Robb's indebtedness as set forth in the Consent Judgment 


was not dischargeable in bankruptcy. 


For Further Information See Litigation Release No. 10071, July 14, 1983. 
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